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This is a revision oi a gui^e originally entitled Instructors Handbqpk to the 
Package Economics Course, published by the Center for Economic Education 
at Portland StatQ University and the Oregon Council on Economic Education 
in 1969. Because of the success of the course, the staff of the Joint Council felt 
that a slightly revised version of the guide would be of value to oihei^s- involved 
in the training of elementary school teachers. The new edition, now entitled An 
. Economics Course for Elementary School Teachers.As not intended to be a pre- 
scription that others can foJlow precisely. It is intended as a framework or model 
of a courscdesigned to blend economics content and methods of instruction. 

Although the Handbook was tailored for use with materials produced';in ^ 
Oregon, and, was intended for teachers who are serving in Oregon schools, there ^ 
are many sections which present ideas which can be adapted for use in training 
elementary (eachefs in any state^ideas which teachers, in turn, can use in their 
classrooms. In otKer wo^ds, many of the suggested activities do have transfer- 
ability. In several icases, materials and activities will have to be revised. This 
is particularly true in regard to statistical data and other facts on Oregon, but 
these do setve to suggest to users in oxher areas the kinds of data an*^ specific 
' references they might want to gather for'teachers in their states or ciifes. It is 
^up to the user to replace them with more up-to-date or locally relevant material^ 
*of a simibr nature. (As we go to press, the teachers guides for grades 1, 2, 4 and 
8 are still available in limited quantity from the Joint Council on Economic 
Education. See the latest Checklist. "Elementary School section/') 

The Joint Council on Economic Education is indebted to professors Hugh 
Lovell and Charlotte Harter for giving us the opportunity to publish this revised 
edition, and for their help in making the necessary .changes. Those planning 
to use this guide should consult the Joint CounciPs latest Checklist for other 
materials that might- be useful in helping teachers to present economic concepts 
to children. ' . ' 
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° , Introduction to the Second Edition 

■ ' \ ■ ' . ., - ■ 

This is a slightly revised second editioirof a Handbook originally published 
by the Oregon Council on Economic Education J^in 196^. It is a "how to teach" 
Handbook and, like the original, is designed to demonstr^teto^economists and 
ottiers one way of showing classroom^ teachers ''how to teach efonomics" to ' 
children in grades one through eight or nine. ^ 

The original handbook was based ort a seven-Sessibn noncredit in-service 
training program for Oregon teachers. The program was later expanded, by 
Charlofle Harter of the Center fo> Economic Education at Oregon State Uni- 
versity, to include additional sessions on consumer choicesron jobs and incomes, 
and' on Oregon government services and taxbs. The enlarged ten-session course 
has been successfully completed by over 1,000 Oregoo-teachers. It was the first 
and ohU' economics course for most 6X those who enrolled: 

The Joint Council'on Economic Educayon asked us to revise.the or?ginaU kj 
Handbook so that it could serve a6 a "moaeP' from which economic educators 
in other areas could develop teacher-training courses which blend significant • - • 
economic concepts with teaching/learning strategies which actually work in the 
classroom. Those who use it for this purpose will naturally wish to incorporate " 
state and local exam|?15s and otherwisg modify it to fit the curriculum their 
teachers are using and other special needs. 

We have had more than five years of experience with our course and with the 
Handbook and if we were asked to sunt^arize would re^ly like this: 

1. The teacher is not the ultimate target. The target is th^student in the 
teacher's classroom. 

2. U pays to express economic content in terms of the subject matter and the 
grade Level with which the teacher is familiar. 

3. It pays to use methods and materials like those that the'teacher will use ' 
in the classroom. 

4. It pays to organize the course so that each teacher will teach several eco- * 
nomic concepts to his or her students before the course is over. \ 

ftugh-G. Lovell and Charlotte T. Hartep 
Oregon Council on Economic Education 
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. A series of Teachers Guides to Economics for grades 
one through eight was published by the Oregon Board 
"^of Education in 1968. These guides resulted from the 
Oegon Developmental Economic Education Program> 
an activity of the Oregon Council on Economio^duca- 
tion, and were designed to help classroom tecffihers to' 
insert appropriate economic ideas into the existing social 
studies curriculum. Subsequently, a "Package Econom- 
ics Course for Teachers" was developed for the Council 
by Hugh Lovcll and' Leonard Robertson of Portland 
State University and was taught by them in the Oregon' 
City, Lynch, and David Douglas School Districts near 
Portland. The package course was designed for use by 
school districts which wished to give their teachers addi- 
tional in-service training in economics and/or to get them 
interested in putting the suggestions made in the Teachers 
Guides to actual'classroom use. Thi§ Handbook is a 
description of, that course and is offered for otl\ers who 
may be called upon to leach such a course but who are 
less familiar than we with schools and teachers or with 
the Teachers Guides themselves. 

Aboiit Schox)l$ and Teachers 

^yOur friends\^in education tell^ us that "curriculum is 
/what happens when the teacher shuts the door behind 
' him,"^by which they mean that teachers have a good de^l 
^ of say about what actually is going to happen in the class- 
room and hence find it very eas;^ to ignore suggestions 
that they introduce material of a new or different kind 
such as eQonomics. Because of this the Teachers Guides 
were consciously designed to present economics as a sub- 
ject which (aO was"^asy enough for children and teachers 
* to understand; (b) would *'enrich" things that teachers 
were already doing— i.e., make it possible' for them to 
do a more interesting and better job with the material 
they were already teaching; (d) woufd not require them 
to give less time to other important subjects like reading, 
arithmetic, or history; and (d) would help them to pre- 
sent economics from an objective point of view. The 
Guides are built around the subject matter generally 



taught at a particular grade level (for example, the Grade . 
Four Guide deals with economic aspects of Oregon his- 
tory; the^ Grade Eight Guide, with economic aspects of 
American history). They are organized around economic 
concepts „or '^big ideas" which are both relevant to the 
subject matter that ,the'teacher will be covefihg and sig- 
nificant from an economist's point of view. They suggest 
praptical^ devices a teacher car use to explain the "big 
ideas" to children and 'to djsov^r whether they are in 
fact understanding them. \. ,0 

Why the Package Course 

\ The Package Course tvas designed to supplement the 
Guides on the theory that the Guides would not teach- 
themselves and that the ideas and suggestions in them 
woTJfd be more apt to be put to use (a) in a school district 
which was willing to organize a districtwide training 
prograni and by so doing tell its teachei^ that it views 
economics as a significant part of the cuttjculum, and 
(b) where classroom teachers have had a chance to talk 
^dbout some of their own. doubts --and misgivings about 
trying to handle the ^new ma(,erial and, with luck, to' 
become geneiinely enthusiastic ibout putting it to use in 
their classrooms. 

Thus, while we were concerned with giving teachers a 
better understanding of economic principles, the objec- 
tives of the package course are considerably broader than 
that. After all, much of the economics that a fifth-^rade 
teacher can t^ach is already written down in the Fifth 
Grade Guide. The prime objective of the package course 
is not to give this'^material in a lecture form. The prime 
o'bjective is to convi^ice teachers that economics is fun 
for teachers and children, that it can be taught, and that 
one can teach it without having to abandon other cher- 
ished p^rts *of the curriculum. Once we have accom- 
^plished this objective, once we have teachers who are 
actually handling economic ideas and liking it, then we 
can proceed to offer additional coi^rses and programs 
that will furtherienrich the teachers' own understanding 
of'the subject. 
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How the Course Is Organized 

First, this is not a oncrinstructor c(5*iirse. The instruc- 
tor, an economist, wjH be generally responsible and will 
handle "General Sessions,'* but the Oregon Council will ' 
also recruit experienced classroom teachers to handle 
practical *'Grade-Level Meetings" for smaller grouj^of 
teachers before or after the general presentation by th^ 
economist. Such teachers will be drawn frorh those who 
have taken this course arVd used economics activities 
successfully in the classroom. * 

Second, the course calls for a variety of instructional 
devices. Some lecturing iji probably indicated, and with 
this in mind we, have prepared overhead transparencies 
which state the essential concepts thiU we think the 
teachers* should grasp. However, we have also prepared 
problenos and quizzes for solution by individuals or small 
groups, we have prepared three short 1 6mm. films for use 
at; appropriate places in the course, and we have identi- 
fied other, longer films which we recomrjvend because we 
think they^do an excellent job of presenting or summariz- 
ing certain parts of the material. Our thought in doing all 
this is a simoLp one: teachers are pretty tired people lifter 
a day in school; they are more likttl> to stay awake and 
interested in a classroom session that includes several 
types of instruction than in one^hat consists entirely of ' 
a lecture. 

Grade-Level Meetings 

Our experience w ith preliminary /ersions of the caurse 
indicates that at least one-third of the available class- 
room time should be used for ''Grade-Level Meetings" 
led by classroom teachers who have previously taught 
economics to their children.This permits a 40/80 minute 
split in a two^hour session or a 60/120 minute split in a 
three-hgur session. However, we also gather that'^ the 
grade-level meetings in the preliminary versipns of the 
course were not as productive as they should have been. 
The difficulty seemed to be that we used teachers who 
were employed^ by the districts that were arranging-lhe 
course. These teachers had some difficulty in se?:uring 
and maintaining an "expert" status vis-a-vis their 
colleagues. 

Our current view is that the teachers who handle the 
"Grade-Level Meetings" should try very hard to main- 
tain such an "expert" status. The instructor should meet 
with them at least once before the course starts and agree 
with them on assignments^ procedures, departures from 
the recommendations made in this ^'Handbook" and on 
such other matters as is appropriate. It should be made 
clear that they are expected to function as teachers of the 
teachers in their grade-level meetings, and should urge 
them actually to denlonstrate some of the things that 
they do with their own children: e.g<^ have the teacher- 
students behave a§ if they were children for the purposes 
of the demonstration. We have f^nd that it is useful to 
meet with the ekpert-teachers during each week of the 
course to hear from them how things are going and to 
talk about adjustments that may be necessary. 

Suggested procedures f^ each* grade-level meeting 
appear in the body ot*the Handbook. Generally, we urge 
the '^expert" (1) actually to demonstrate liow \\c or she 
would teach the current topic to the children* (2) to urge 



teachers to teach it to their children, (3) to discuss tl\e 
results of this experimentation at the grade-level meeting 
for the following week, jind (4) in preparation for the fol- ^ 
lowing week's topic, as^k ttie teachers to thmk and talk 
about ways in which th^e^' may haye already attempted 
to teach material relatedlo that topic. 

General Sessions 

The General' Sessions are the responsibility of the 
economist who teraches the course. 

The Handbook* material on these General Sessions 
does three things: (1) It provides a shoi^description of 
the topics w^ think should be covered ih each general 
session. (2) It lists related films, filmstrips, handout 
materials and overhead transparencies. (3) It gives a 
general description of how we would organize each 
session, how we would use the films and the handout 
materials, and what we had in mind when we prepared 
the various transparencies. Some of the films are avail- 
able from the Council and some^from other sources. The 
handout materials can be reprodiiced by the Council or 
in the field as is required. The transparencies qan be 
made from the list at the end of this book. 

We do not anticipate that anyone- will actually have 
time to use all the materials we suggest, or that th.ey will 
wish to follow all our suggestions to the letter. Our intent 
was to suggest , a method of instruction and a Yeve/ of 
instruction that seemed to be effective with this rather 
special audience of experienced grade school teachers. 
Our method Js one that minimizes lectures in favor of 
buzz-groups, films, and discussions in wftich^ teachers 
explain ''this is what I tried to do,'* so that the instructor- 
can comment on it. Our level is one that is closely geared 
to the economic material that teachers wi^l actually be 
teaching to children in the primary, intermediate and 
upper grades. 

Textbook and Assignments 

We have asked the teachers or their districts to pur- 
chase copies ^3f Caldgrwood and Fersh, Economics for 
Dec is ion- Making (Mac mil Ian Publishing Company, 
New York, 1974), $3.95. This is a usefu^l little book and 
fits, our outline well enough, but we haven't actually used 
it very much in class. 

The priitcTpal assignment for the teachers is carrying 
^ut with their own pupils activities which teach economic 
ideas'. The mclin criterion is the quality and quantity of 
activities completed (or planned in detaif if it is a sum- 
mer course).- Teachers of the lower grades can be 
expected to do more activities as they are usually simpler 
and shorter than activities which might be done at the 
upper grades. The teachers share their experience with i 
their activities in group discuj^ion and also hand in a 
brief description (concept taught, how done, how did it 
go?) on a card. 'Yhe classroom* teacher teaching team 
member who is leading the group .session is responsible 
for helping the teachers to plan their activities, mod- ^ 
erating the discussion and co^ecting the activity cards. 

The other criterion for success or failure in the course^ 
is attendance. "^V ''just for fun" quiz is part of our sug- 
' gested program for the final .session. 
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Outline— The Package Course in Ec6nbmic;$ 



1. IVhat Economics Js AH About: How the Teachers Guides tQ Economics 
were^developed and what they are like-. Economics is an analytical subject 
and IS concerned with the allocation of scarce, resources. We are all con- 
sumers. Someone must produce thc'goods and services we need. Our 
resources are scarce. We can^ produce more with our resources if we use 
tools arid machinery (capital), and if we specialize. C&F, Chapters 1 and 2.* ' 

2. Producers and Consi^mers in Our Economic^ System: Ours is a modified 
^ market economy. Producers buy resources from those who own them. They 

sell the goods and services they produce to those who want them-and have . ^ 
, the money to buy them. Tl^p circular-flow diagram shows these relationships , 
between producers and consumers. Individual and economywide decisions 
about what to produce and what to buy are influenced by price changes and 
help to cause them. C&F, Chapters 3 and 4, pp. 72-7-8 and 89-97.^ 

3. Businesses and Governments: Some of our goods and services are produced 
by governments and paid for by taxes, but most of bur ^oods and services 
are produced by businesses. Businesses are willing to risk money and - 
resources in the hope of earning a profit, on what they.sell. The operations of 
our economy are influenced ^ the fact that some of oi|^r busii^sses are very, ^ 
very large. C&F,'Chapters 5 and 6; pp, 75, 109-117, 150-153. 

4. Regional (and International) Specialization and Trade: Oregon has "pri- 
mary industries'' which produce giDods and services for sale to people in 
other places, and ''Secondary industries" which produce gi)ods and services 
for sale to Oregonians. Each region and^ country has such primary and 
secondary industries.Jf primary industries grow"or shrink, the secondary 

industries tend Xo follolv. C&F, Chapters 13 and 44. V 

5. Money an4 Banking: Money makes it easier for us to exchange our goodi \ 
and se(;vices for those produced by other people. Most of the money we use 

in the Unitetl States consists of bank deposits. Our banks accept deposits 
and maike loans and have a lot to do with the amount of money in circula- 
tion. We attempt to control the amount of money in circulation so as to 
• avoid unemployment and inflation. C&F, Chapters 10 and Il.\ 

6. Economic Growth and Stability: Why our economy gro>vs atid changes. 
How we use Gross National Product, price indexes, and other statisti9af 
too[s to measure econdmic growth and change. Why we are interested in 
economic stability— a pattern of growth, that avoids depression and infla- 
tion. Some of the ways in which we try to achieve economic stability C&F 
Chapters 7, 8, 10, 12.^ , ^ 

^C&F rd'^rs to James D. Calderwood and George Fersh, Economics for Decision- ^ 
Makinf[\^^\sA\^k^^ Macmillan Publishing Company), 1974. * ^ 

- 3 • ' * ' 



7. Jobs and Income: In most families someone earn^ an incdme Jby selling 
labor. A worker's income depends on how many hours are worked and on 
l4ie wage pate he*or she received.* Wage rates ultimately depend on the 
demand for each type of labor ancj oji the supply of wqrkers with the neces- 
sary skills and abilities. Society's standa/d,of living depends on the produc- 
tivity pf our. national economy. Job opportuflities change as our economy 
grows and changes. People who want to fincKjob's thatTiUthem need to know 
about themselves and ^about available job opportunities, and need to know 
how to find-and keep a job. Many workers are organized into unions which 

^bargain with employers about wages and employment conditions. C&F, 
pp. 60-62, 74-75, 119-121, 125. ' ^ ' 

8. Oregon Government Services and Taxes: Oregonians have directed their 
state and local governments to produce certain goods and services. Ore- 
gonians have wanted more services, of many types, than goods; education 
is the largest service of Qregon's state and local^overnments. The amount 
and qiialjity^of services and go(3ds citizens want have risen over the years 
and, in order to pay for them, so have taxes. Citizens muk^ frequently 
rethink what goods and services each level of government should prodi^e, 
and what types of taxes should pay for thern. Economics of Taxation book- 
let; C&F, pp. 15, 153-158; Corvallis- budget, Oregon Govern)nent Spending 
aw^/ /wcowe (Center handout). - " . 

9. Consumer Choices: Consumers share the basic economic problem since 
inoQmes (resources) are limited but wants are,unlimited. Consumers must 
make difficult choices among various goods and services, between buying 

'•things now or in the future, "and among types ofxredit. To make the best 
•choices, consumers Ofed to know where to get sound infof^mation about 
goods, services and credit, and understand wh'at prices and the economy 
are doing. Consumer choices are a major force in determining what our 
economy produces. C&F Review, pp. 39-46, 57 (table), 1 14- 1 19, 196-198. 

10. /?ev/ew. Display, "Just-for-Fun" Quiz. 
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1. What Economics Is All About 

Description ' v 

How the Teachers Guides , to Economics were devel- 
oped and what they are like-. Econpmics is an analyticll 
subject afid is concerned with t-he ^allocation, of scarce 
'i-esources. We arje all consumers. Someone must produce, 
the goods and services we needrCJSr i;e;?Qurces are scarce: 
\ye can produce mor^ with. our resources if wi^ use tools 
and .machipery (capital) anrd jf we specialize. (Calder- 
woocl and Fersh, Chapters 1 arid 2.) " * 



Materials Available 

HANDQUTS: Course' Outline. Paees,3 and 4 of thi^ 
Handbook. . . ' . ' 

The Oregori' Council 'on Economic 'Edu- 
cation. 'A one-page summary of the 
^ activities and organization of the^Coun- 
, • ' cil. Page^7 of this H^efidbook. ' 

Going to Seattle. A problem 'that deals 
^ * * with the costs of operating^ family^car , 
/and^ispecifically calls for a decision 
a^hout which of various automobile costs 
should be charged against the Seattle - 
trip. Designe^ for buzz-group use. Pages 
8 and 9 ofthis HandbooJc. ^ . 

MATERIALS: Assembly-Line Demonstrtation. (A teacn 
of'si^ teachers workjng as individuals 
competes with a teUm of six teachers 
* working on an assembly-line basis to 
produce a paper li'utomobile with glued- 
on doors, win^io^s and-i wheels. A vjc-.\ 
tqry by the assembly-line team ilfus- 
trat!es the advantages, of specialization. 
Described more. rblly*oti pagfc 10 of this 
Handbook.) - 



16mm^FILM: Dr. Dale ParnelL five 



(Dr. 



. . . ramjates. 
Barnell, jihe Oregon Superitriendent oT 
Public Instruction at the time ihcGuides 
were {published, , talks about the' need^^gr 
economic education aiid welcor^^^" 
teachers to the training prog/am.^ 
Source: OCEE) V 



, Assembly Vine\ about ten niinutes. (In- 
divjdu'al third graders im. Mr.' Louis 
Cava's class are outprod^'^^fl' iti the 
; manufacture of paper automobiles by a 
competing group who worf^s as .an 
assembly line. Moral: specfapation 
pays'off in outp\it, Source: OCE^^' 



TRANSPAREISICIES: I'-hJhVough 1-13.' 



Gf^d^rL^vel IVfc'^ings . * ' . 

One important. activity for the teachers lo carry oqt as 
tlje. course progressesr— thd matrix outline— should be 
inO-oduced at the firs'} gfaderlevel g'rpup session (srri*^|lV 
scale version of matrix , outline ontpage 13^ of the Han^|fr 
book). The outline has proved 'u-seiul in helping tji^: 
teachers to identify where and^ how They can 'teach ihf' 
^economic concepts they are learning, (jh.the left margin 
are the Jesson, topics. The teacher can write- under each 
„one^ specific ooTicepts- like "scarcity,^' ''speciUlizati'on." 
* The first column to tl^right can*be used to put the page 
numbers and/or sublet headings where thatX:onc^t can 
be taught in tfie ci0iculum the teacheTis using^hcn 
in the secb'^column, each teachercan pinpoin-l the page 
numbers foi\ activities teaching that concept in the 
Oregon Te€ch&rs Guide to Economics for his/her grade. 
The right-hand^col^mn tor columns) can be used to idqi- 
tify activities for tiaching'^that. concept with other type, 
of, materials (film«trips/games, books) or in other cur- 
ricula. This outline should be filled in- as Ihe course 
progresses, shared each time with grade-levef groups, 
and perjvaps chpci^ed by the master teacher near the end 
of the course. It will provide the te&chec with a perma- 
nent, handy reference for several purpose: ( 1) to pinpoint 
where 'to integrate and teach particular economic con- 
cepts wi the curriculum e^ich is using; (2) finding wh.ere 
(or iO therei is an activity in the Oregon Tead/ers Guides 
tQ EconomicsSor each concept; and^3) where a variety of 
activities to leaeh each-particular co'ncept can be foutid. 

General Session ' ! ' ' 

(1) ^We stror\:gly urge Xh*at^ tKis session open with a dts- 
^HSisieri of t,he extent to which the teach^jrs now handle 

economic conce^Rts. (''How many of you now handle 
jjlalorvdls or activities dealing with economics?" Show of 




hands. ''You Jiad your hand up, what dfd you do? Did 
it work? What about some of the/est of you?") We think 
that this prOQedure is w^/rthwhile, even in a very large 
class, -Ikjcause it -tends to open up questions and prob- 
lems that the teachers actually face and gives the instruc- 
tor an opportunity to comment on and/or build material 
around s.ituati(5nS in wtiich some of the teachers have, a 
direct and immediate interest. o 

Some oTthe questions and answers that came up in our 
opening sessions ran like this: 

(a) ''Why di4 the committee that designed these 
Guides think that this material could ever be taught at ♦ 

the* grade level?" We entered the DEEP pmDject • 

without preconceived ideas about what C9uld be taught 

at any grade level. The grade te^achers in theproject 

found thai significant economic ideas could be taught in 

the grade, that the children were interested in them, 

and that they didn't detract'from other important things. 
These ideas are the ones that appear in the Guides. 

(b) "IsnT't it a mistake to get children all concerned" 
about this materialistic dollars-and-cents view of life?'" 
Dollars and cents are not the^only thing worth worrying 
about. However, what we are trying to do rs to nelp the 
children toJearn how to make intelligent decisj^fi^ about 
personal mattisrs anji about public economic issues^ as 
well. Dollars and cents aren't the orfty thing to bfe con- 
sidered in making s'uch decisiOns^ but they do play a Verv 
real part in all our lives, from grade one clea^r up thrmjgh 
retirement. v - ^^ ^ 

(c) '-IsoH tfiis^v^hdla program some kind^of capitalist 
(communist) plot?". Bias is a very real problem when 
you'^eal with significant economic issues. Take the sim- 
ple questio/i thriYt, Should children be taught to put 
their extra mone^' in the bank, in a savings and loan 
association, in. stocks and bonds, in a new car, in life 
insurance? The Oregon Council on Economic Education 
and its counterparts in other states T(re committed to 
handle such choices in an objective and nonpartisan w^y. 
They accomplish this in part by trying to include repre- 
sentatives of all major economic interests on their^gov- ^ 
erning bo^s. The Oregon Council's board thus includes* ^ 
teacher?, educat-ors^ representatives ^ from the state's 
major industries and labor organizations, and elected 
politicians from the major parties. ' 

(2) We then suggest use of the handout. Going to Seat- ^ 
tie. It serves as a useful icebreaker because everyone is 
-concerned about the cost of running an tiutojnobile, but 
it also makes the point that we are pealing with an 
analytic subject rather unljke the more Sescriplive social 
sciences with which most teachers are familiar. Our pro- 
cedure has been to divide the teachers into buzz-groups 
of four (by walkin-g through the class and saying, "You, 
you, yx)u and you will be in this group," and "You, you, 
you amd you in that on?' ), and by asking each group to 
work out its (J^rv answer to the problem. The arrange- 
ment of chairs seems very Ttnpo'rtant to the success of 
these group discussions: we try to insist on a close group- 
ing of four people like this because person four^ 
jn a more scattered ®Q) arrangement like 
this one Q (2) 'G) (3) ^ is unlikely to be drawn 
int^ the discussion and probably will not participate. 



* When the groups are finished, we generally ask f of a 
show of hands to see how ntany groups feft that the trip 
could cost, say, more than 15(5 per mile, IX)^ through' 
14^, H through 9^, or less than 5^, and encourage 
those who cJime up w ith some of these conclusions to ex-* 
plain why they decided the way they did. Transparency 
1-4 mentions fixed^ variable and alternative (opportunity) 
costs and may assist in a discussion of this. Differences 
between our answer — 3.4c per mile — and otjber answers 
sometimes come about because our model differs from 
that used by some of the teajphers. Such differences can 
be used to . bring about a discussion of models a^d how 
economists use them. ♦ y 

(3) The 16mm film, Dr, Dale Parnell. and the handout, 
Oregon Council on Economic Education, permit a more 
forhrial introduction to the course and are designed to 
. lend official sanction to it. They do-rtot need much com- 
ment here.' We have used the -Parnell film at the. very 
beginning 'of the course (before the'Seattle ha(^out) but 
n'ow think that the other ^proach is better for ice-break- 
ingVeasons. the film^might a^so be used dt the end of this 
lesson. ] 

(4> SCAR'CITY AN^SPECIALIZATIQN. Trans- 
parencies 1-5 through 1-1^3 cover only the very simple! 
co/icepts in'hegard to scarcity and specialization. In usin_ 
them we try to g6t the' teachers to think and talk about^ 
ways in which they have^aught or might be able to teach 
such concepts to their children. Transparency 1-9 appears 
in the deck because primary teachers (grades 1, 2, 3) 
spend a good deal ot time trying to convince Jtieir chil- 

^dren that there is a distinction between needs (things that 
children do 'not like but grownups think th$y should 
have, like cod-liver oil) and wantSf(things that children 
want but grownups think they shouldn't' have, like a diet 
of potato chips and candy). The trl^nsparency suggests 
that if Mr. A and Mr. B have different tastes, they should 
buy different things, and that it is not for the economist 
to worry about individual differences if! tastes pr goals. 

Transparency 1-13 is mOre important than* it looks. 
Grade scPool teachers often spend quite a lot of time on 
methods of transportation' and - communication — the 
Pony Express, the. telephone, the Apollo program— 
without realizing that transportation<Js significant^ be- 
cause it permits a higher degree of ecortemic specializa- 
tion and hence more productivity. They often also fail to 

, realize that money plays an importanfrole in permitting 
specialization. (More on money in Session Five.) 

(5) THE ASSEMBLY LINE. We«tress the Assembly 
Line film and/or demonstration for two reasons: (a) the 
idea oT specialization is a powerful one and one that can 
easily be handled at all grade levels, (b) at this stage the 
leachers in the course need an activity that they can try 
out in their classrooms and report back at the second 
*^ession of the course. The Assemhly Line demonstration 
is described on page 10. Our experience has been that 
classroom assembly lines do not always pay off in greater 
output, but this can lead, to fruitful discussion of the 
relationship between specialization, interdependence, 
and so on. TK^ I6mm film, Assembly Line, shows an 
actual classroom situation in which the assembly line 
does win' It may be '^^^^^v bet than the^^fiefnon^tration 
in a large class. 
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^ OREGON COUNCIL ON ECONOMIC EDUCATION* 

^ P.O. Box 751 , ' 

Portland,. Oregon 97207 . ^ 

The Oregon (Council was founded in 1957 and is organized as a nonprofit 
corporation. It is one of, almost 50 similar Councils aTfiliated with the Jc>int ' 
.Council on Economic Education (1212 /yenue of the Americas, New York, NY 
1003^) and like the others is governed By a Board of Directors that represent a ' 
wide range of community interests, among them agriculture, business^ labor, ^ 
and education, Th^ chairman- o'f the Board for 1975 was Mr. Alden Toevs, 
President gf Citizens^ Bank .of Corvallis, and the Presidenjl was Ronald ^. . 
Relleherof Pacific Northwest Bell. ^ ^ 

The Council's constitution empowers it to undertake a wide rangfe of activities * 
on beJIialf of economic education in Oregon. The Council's Teachers Ouides to 
Economics, GradesOne tljrough Eight, were published by^the State Dcp^|lmenr 
of Education. Almost 1,000 elementary teachers have enrolled in the Council's 
ten-week. 'Tackage Economics Course." The Council worked with KGW-TV ^ 
bn an hour-long, televisioi], quiz show, ;'You and the'Economy." It.-sponsors 
conferences to acquaint university, college, and community college'eco no mists 
, with improved teaching methods, it makes grants available to » schools and 
colleges for specific economic education activities. U works closely with Centers 
for Economic Education at Oregon State University,, and Portland State Uni- 
versity. The Center Director at Oitgqn State ^University is Charlotte Harter, 
Asst. Professor of Economic Education. Center Director at' Portland State 
University is Dr. Leofiard Robertson, Professor of Business Education. 

The Council's operating budget is b^s^d on contributions by over 75 Oregon 
business firms and labor unions. l^/f)ffic?s are located at Portland State Uni- 
vers^ity and its education director. Dr. Hugh Lovell, is Professor of Economics 
atPSU. • : 



/ ^ 



*Subsltlulc similar statements for states other th^iai Oregon. * 



r 



00014 



I 

/ 



^ , - GOING TO SEATTLE ' . 

(Revised 1975) ' 

. What Is the Cheapest Way for the Jones Pj^mjly^ 
to Go to Seattle and Back? 

If they go by bi/s, $13.15 round trip/ 2 adult and 2 children s tick^fets, $39.46 
div ided by 350 miles, 1 1.3 cents per nfiile; 

If theygo by car: 350 nfiiles round trip at cents-per Inile, $ _. 



•Your problem: From the information given below (it is_based on a recent study 
by the Federal Highway Administration), (a) decide which of. the Jones' auto-* 
mobile costs should be applied to the Seattle trip, (b) add^heni up on a per-mile 
bas^is, and (c) multiply l)y 350 miles to get the costs pf djiving to Seattle. 
(a) accept t^e acc'uraty of our calculations. They may not fit your\)wn experi- 
ence, but th^y are good enough for this purpose; (b) use the margin of this page 
for;ralcuUtions. Dont worry about the relative comfort, fiin, educational v^ue, 
or conv^enience of the bus versus the car, or about local travel in Seattle — just 
work out the cost of driving there and back. 
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The Jonpscs arc an average famiry. They have a compact car (2-door sedan) 
with'typical equipment (6-cylindcr engine, automatic {ransmission, power^teer- 
ing, radio, body ^jrotcctive molding). Their car will last a tyfwcal ten years and 
run a typical 100,000 miles, biU new cars are driven more than old on^s so the 
Joneses drove theirs a typical 14500 miles during its first year and will drive it a 
typical 13,000 miles during this, its seepnd year. ^ • 

Our cost figures assume that the Joneses paid a typical $2,696 for the car 
when they bought it 13 iponths ago, and that they will drive it the typical 13,000 
miles during its second year. Some of the costs, like gas and oil, are per-mile 
costs. We underlined these in the per-mile cQlumn but we multiplied them by 
13,000 to give you an annual total for the per-year column. Jhe other costs are 
per-year costs. We underlined them ift the per-ye^r column but divided them By 
13,000 to give vou a per-mile total. 

; * Per Mile .Per Year 

(cents) (dollars) 

Depreciation: The value of the one-year old r, 
$2,02^ less its value when it will be two years (^d, 
$.1,503 =* $5 19 • 

* Finance Charges: Original price, $2,6% less $696 
trade-in and down payment =="$2,000. Loan of 
$2,000 paid off in 24 instalfments of $l03,3^a 
month, with interest at 2% a month, totaifTmance 
charge $480 for two xears ^ $240 foi* this, the 
second year. ' ' 

*Lost interest /Virowe; (If the Joneses sold thfe car 
after one year for $2,022 and put the m^p^ney in the 
bank at 6% they would have earned in irfterest 
during the year about 

Repairs and^mgiintenar 

Replacement tires, including taxes 

Accessories ^ 

Gasoline and oil, including taxes 

Insurance 

Garaging, parking, tolls, etc. . 
Registration ^ ' 



3.99c . 


$519 

« 




N 


^ 1.85 


'240 


.93 


121 


M. 


107 


Jl. 


15 


.02 


3 


2.46 


U9 


1.13 


147 


1.53 


199 


.17. 


20 


13.03^ 


$1,690 



Source: Indicates our own calculaiions. All oihcr informalion is lakcn from Highway 
. Slalislics Division, Federal Highway Adminislralion, U.S. Dcparlmcnl ofTransporia- 
lion. Costs of Operating an. 4utomobile (Washingion: Governmenl Priming Office 
April 1972). " ^ x 
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PROCEDURE FOR AN ASSEMBLY-LINE DEMONSTRATION,* 
r PAPfeR AUTOMOBILES' 

This demonstration involves a race between six nonspecialized teachers, each 
of whom produces a complete paper automobile bv glueing precut paper parts 
to a precut paper body, and six specializ^^^teacRers who produce, a similar 
vehicle on ^n assembl);-line basis. (Teams of four may also be used.-) The objec- 
tive is to demonstrate the advantages of specialization in terms o/otitput. An 
alternative objective. In case the assembly-line group does not win, is to open 
a discussion on proBIems of interdependence, coordination, etc., in a speci^ized 
society. The demonstration takes about ten minutes and is fun. The automqbUe 
,is th6 same oge used in the Oregon Council's 16mm film. The 'Assembly ISne. 
Other possible -aS^sembly-line projects include the packing of Red Cross pack- 
ages, sorting crayons by *color/and so on. ^ ' ' 

Materials Required: Two work tables, ten chairs; a chalkboard or wall on 
whfch to display tVie finished cars, two or more dispensers with cellophane tape, 
Tiine small bottles af^Elmcr's Gjpe, precut paper parts for ^0 automobiles: i.e., 
5Q bodies, 50 doors, 100 windows, 100 wheels. These should be p/epared from 
postet' paper in contrasting colors and accb/ding to the illustration below. It 
helps fo ditto or mimeograph X marks on the bodies to -assist in locating the* 
glued-on parts. , 



^ Procedure: Select volunteers, show them how the finished car will look, divide 
the parts between the two teams. The nonspeci.ajists will each finish a complete 
car and will fasten it to the board. The tasks performe(i by the specialists will 
probably be as follows: (1) door gluer, (2) front-wheel gluer, (3) rear- wheel 
gluer^ (4) front- window gluer, (5) rear-window gluer, (6} displayer.^AJlow 
enough time — it takes a while for the first car to reach the end of the line and 
this gives the nonspecialists an advantage in a short race. 





(about ten inches long) 



« 



Oregon Council on Economic Education 
P.Q. Box 75 1, Portland, Oregon 97207 
Dr. Hugh G. Lovell, Education Director 
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2. Producers and Consumers 
In Our Economic System 

Description 

Ours is a, modified market economy. Producers buy 
resources from those who own th^. Theysell the goods 
and services they produce to those who want them and 
have the money to buy them. The circular-flow diJgram 
shows these relationships between producers and-con- 
sumers. Individual and economy-wide decisions about 
what to produce and what to buy are influenced by price 
changes and help to cause them. (Calderwood and 
FeriJjJ Chapters 3 and 4, pp. 72-78, and^89-97.) 

Materials Available 

FILMSTRIP Work Outside the Home. -M^is 
AND 33-RPM shows what first grad^js can do 
RECORP: ,,work through the Senesh SRA economic 
materials. Our Working Worlds We 
suggest i|^e of a short jjortion of the 
strip, a portion showing children work- 
ing as producers of houses, food and 
clothing. They earn^money and take it 
home to their wives who spend it on 
houses, ^ood and clolhing. One day the 
wives don't buy houses, they buy cloth- 
^ ing instead^- The home builders are 
ruined untiL the clothjng manufacturers 
decide they need another factory. The 
best ^ce to start the filmsitrip and the 
recor^is where the picture and the voice 
say, '"Someone who is unemployed^ 
Dick is -our neighbor. He used to work 
at a trailer factory but it closed down. ^ 
Now he does;i't have a job.'' (Sour6e: \ 
' OCEE) y 

16mm FILM: Allocating Qur Resources, 30 min., 
B&W. This is one of the preview films 
for the American Economy Telecourse. 
Dr. John Coleman contrasts a complete- 
ly planned economy on the Russian 
model with a completely free enterprise 
economy and then places our owr\ mixed 
economic system between the two ex- 
tremes. Source: Division of Continuing 
Education Film-Library, P.O. Box 1941,* 
Portland, Oregon 97207. 



HANDOUT: 
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towa Corn Blight (On page \\ of this 
Handbook.)- ^ 

TRAN^PARET^CIES: 2-1 through 2-19. ^ 

Grade-Level Meetings * 

, (1) Talk about the assembly line and/or specialization 
» projects and why tl^ey worked or didn't w^rk for the 
teachers. (2) Demonstrate and discuss a circular-flow 
p/oject*for the_teachers to try out with their children. 
('^y For next time encourage thd teachers to think about 
and repof^on (a) their own success or failure with the 
circular-flow concept and (b) ways in which they have 
taught or think they^might be able to handle concepts 
relating1?6 governments and businesses in our Economic 
system. > 

General Session 

(1) As before, we urge that the sessions begin with a dis- 
cussion of (a) the extent to which the teachers experi- 
mented with £\n assembly line (How many of you tried to 

r use an assembly line? You had your hand up, did it work ' 
as well .as you hoped it would?) and (b) the extent tp 
whicK they have taught or think they could t^ch con- 
cepts dealing with the relationships between consumers 
and producers in our economic system. If participation 
lags, as it may do at this stage, we recommend that you 

" ask for a show of hands Crom those teachers who are will- 
ing to promise that they will think about something 
dealing with governments and businesses and be prepared 
to talk about it next time. Make the point that the course 
is designed to work with their problems, and get a^^many 
of them' as poss-ible to ''show their hands and promise'' 

^because the actual show of hands seems to have a lot %o 
do with .the amount of actual participation that will resulf 
in the third and subseqS^t sessions. 

^2) THE CIRCULAR-FLOW DIAGRAM. The film- 
strip. Work Outside the Home, is probably best used as 
soon as the opening discussion is finished." We would be 
inclined to show it twice because, although ft doesn't 
introduce the idea of the circular flow as such, it.clearly — 
and in first grade language — demonstrates a circular 
flow between consumers and business firms. Thit circu- 
lar-flow idea is probably the most important idea to get 
over in this session. » * 



0 



Transparencies 2-7 thrj^ugh 2-3 relate to the Circular 
flow. Transparency 2-3 is a simplified version of a cir- 
ciilar-flow diagranj that is built up step by step in our 
Grade Three Guide (p]!>. 32-36). It shows ''families" and 
^'firm^^ijut does not include a -separate box for govern- 
' ment. Some teachers report that they get better results 
*,if they simply put "businesses and governments" in a 
* single box when they first construct the diagram. Trans- 
parency 2'3a is a barter circular-flow diagram based on 
the 'Grade* Four Guide's discussion of a pioneer Oregon 
economy (pp. 20-22). 

(3) PRICES AND ALLOCATION OF RE- 
SOURCES. We think that'it is important to make sure 
that the interrelationships shown by the circular-flow 
diagram and the Senesh strip are clearly understood 
before placing a'lot of emphasis on the som^etimes con- 
fusing role that prices play in affecting the flows between 
firms and households. These relationships are summa- 
rized in transparencies 2-4 through 2-19. Transparent 
2-11, "The Succotash Theorem," tries to present th?^ 
relatively sophisticated idea that prices affect not only a 
choice between high and low- priced versions of a single ' 
•product, but 'also affect the mix ofAthe family's pur- 
chases. Transparencies 2-13 and 2-)^ ' deal with the 
economic' decisions ma^e by businesses. Transparencies 
through 2-19 attempt to explain how the overall 
economy decides what, ttow, and for whom to pro'duce 
and how "good" its decisions are. ^ 

« (4) SUMMARY and' REVIEW. The l'6mm film. 
Allocating Our Resources, serves as an excellent review 

, of both the circular flow 'and the price ideas. It present^ 
.these ideas at a somewhat higher level than we handle 
them in the transparencies and from a spmewhat differ- 



ent point of view, but this is all to the good. We find that 
there are real advantages in having a film review of mate- 
rial that we have 'presented — for one thing, the film seems 
to carry a great weight of authority. (We would be sure 
to use this film even if there i5 a time problem.) « 

The Handout, Jowa Corn Blight, w^s also designed as 
a review exercise and can be used with good results. We 
present it as a surgjrise "TEST!" designed, tg see if the 
teachers have reaUy grasped the basic workings of our 
economic system and use it as a buzz-group exercise in 
the same fashion as the Seattle Trip problem of the first 
session (the same buzz-groups can be reconvened). Th^ 
discussion that follows the buzz-groups will probably 
lead into such matters as (a) elasticity — the corn farmers 
may wind up richer instead, of poorer, (b) substitutes and 
complements— not all buyers will switch fro corn to' 
oats, (c) prices as s?gnals to producers and consumers, 
(d) the impact of product prices on factor prices,j(e) the* 
idea that an economy is a system in which everything 
affecjs everythfng else. 



'James D. Caldefwood and George Fersh, Economics for Decision-^ 
Making, New York: M apmtllan Publishing Company, 1974. 

^Our Working World, SRA Resource Unit, Grade I, Science Research 
Associates, Inc., C^cago, 1964 "(state-adopted). (The Our Working 
World secits was revised and updated in 1973. Write Science Research 
Associates, 259 East Erie St., Chicago^ IL 606 U, for details.)^ 
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PACKAGE ECONOMICS COlfRSE 
Teaching Activities ° 



My Gtirriculum Qregon Guides 
(where it is or ?for Teaching 
Subjects^ where to plug jt in) Economics Other Sources 



J- — ^ 

1. "What Economics is 
all about/' 

**Scarcity'' 

**Specialization" 








. 2. "Producers and 
Consumers in our 
Economic Svst^rtn 








3. "Consumers: Choices, 
Choices/' 








4. "Jobs and Income." 








S*. "Business and Govern- 
ments/' 









^ui 6- 10 on an additional page. 



IOWA CORN BLIGHT 

August, 1970: Corn blight strikes Iowa. Most of the cofR crop is destroyed. 
This is corn used for feed. What impact i^this likely to have on the following. . . . 

1.. The pVice of corn? 

2. The demand for oats? ^ 

3. The income of corn farmers in Iowa? 

4. The pr%c of oats land in Minnesota? 

5. The earnings of a locomotive engineer in Nebraska? 



Oregon Council on Economic Education 
> ^ P.O. Box 751, Portland, Oregon 97207 
Df. Hugh G. Lovell, Education Director 
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3. Business and Governments 

Description ^ 

Some of our gqods and services are produced by gov- 
ernments and paid for by 'taxes, but mosf t^f ouc goods 
and services are produced by businesses. Businesses are 
willing to risk money and resources in the hope pf earning 
a profit on what* they sell. Some of our businesses are 
very, very ferge. (Calderwood and Fersh, Chapters 5 and 
6, pp. 109-117.) 

Materials Available " *^ 

HANDOUTS: The Patulous CostFree Product (page 
15 of this Handbook) 

Questions from Quiz, "You and the 
Economy. *' Giv^s the questipjns ^^ked on 
a television quiz program F*r6'duced by 
the Oregon Council on Economic »Edu- 
♦H-/ • cation (page 16 oT this Handbook). 

I6mm FILM: Case ^For Competition, 30 min. B&W. 

This film discusses why competition 
begets lower prices, provides a greater 
variety of products and is generally in 
the consumer's best interests. Antitrust 
officials and business discuss their dif- 
fering view^ on monopoly, labor, . 
profits and subsidies, and . if fear of 
antitrust action restricts new investment 
and growth^ (Source: Division of Con- 
tinuing Education Film Library, P.O. 
Box 1941, Portland, OR 97207) 

TRANSPARENCIESr^l-Thnragtrt--27i 
Grade-Level [Meetings 

(1) Talk about circular flow and price system projects 
and why they worked or^didn't work for the teachers. 

(2) Demonstrate and discuss projects dealing with 
businesses or governments. Encourage the teachers to 
try them out with their own children. (3) For nexi time 
encourage the teachers to think about and report on 
(a) their own success or failure with material on busi- 
nesses and government and (b ) Way s in which they have 
taught or think they miglit be able to Tiandle economic 
ideas relating to Oregon, to the various regions of»the 
United States, or to foreign countries. 



General Session 

(1) As before, we suggest beginning with-a discussion 
of the extent to which the teachers actually used the 
ciccular-flow and price system concepts presented the 
second session. It hel(ps if 'some of the teachers bring 

actual diagrams^ma^ by the children and explain them 
to the class. The^circular-flow and price allocation ideas 
are difficult for teachers to grasp and will probably need 
some review at this poinK A freque^nt^question has to do 
with the proper handling of*g.overninent in the circular- 
flow chart: '*'My children don't understand about the post 
office because "it gets its money by selling stamps to 
people.'' 

(2) BUSINESS AND THE ECONOMY. Teachers 
often establish classroom enterprises which selj coolcies, 
srtowcones, or similar products in an effort to earn mo'ney 
for a picnic or field trip. We like t6 encourage ttiem to 
tell the class about ventures alonstl^e lifies (a) because 
it is sometimes possible fbr /vHl^h venture by 
asking about concepts that thQ^f^rclrer may have misled 
— i.e., "Should this teacher have asked the children to 
pay her interest on the $3.65 she lent them for cook ie mix 
for the cookie sale?'' and (b) because it might give us a 
chance to comment on activities of dubious educational 
or economic significance. 

Transparencies 3-1 through 3-5 talk about businesses^ 
as such. The Business as an Adventure" idea in 3-2 re- 
flects our attempt to compare modern business ventures 
with the early voyages of discovery and the early trading 
companies. (See the opening pages of the Grade Five 
Guide.) Tmnsparencies 3-6 through 3-10 relate to the 
industrial revolution in England and particularly to the 
impact of the new textile factories on the hand-loom 
"weavers. This historical approach to the technological 
change/free entry/equilibrium price concept was devel- 
oped for use in the Seventh Grade Guide but seems easy 
for the teachers to understand and paves the way for 
material on monopolistic competition and big business. 
Fifth and eighth-grade teachers may want to use it in 
terms of Eli Whitney and his mass-produced musket. 

,,JXhc Fabulous Cost-Free Product was^esigned as a 
buzz-group exercise.' It attempts to deal with the idea of 
elasticity and, particularly, with the thought that a 
mooppolist is able to SQt his own best price %y controll- 
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ing the quantify which he places on t[(e market. It is 
probably best used just h^^or^^ Transparencies 3-1 1 and 
3-12 on monopolistic competition and concentration of 
ownership. . ^ . - 

The film Case For Competition is an excellent .sum- 
njary for this section. « 

(3) GOVERNMENT AND THE ECONOMY. As 
with business, Ave like to- begin the discussion of govern-^ 
ment by solicifi^je Questions from the teachers and/or 
by asking thetp describe government projects that 
they have done or are interested in. The primary guides 
suggest things like trte ''tax walk"— a walk through tfie 
neighborhood so that the Children can look for things 
that were paid for with tax money (Grade Three Guide, 
pages 26-31). The private-enterprise fire, fighting \)us'\- 
ness mentioned on page 27 of the Grade fi"oar Guide is 
based on an actual news item, and might be wgrth men- 
tioning; the wolf bounty meeting debate from page 24 of " 
the same guide is also useful; more advanced material 



appears in the Grade Eight Guide, pages 94-97. 

We like to start by discussing why we get government^ 
-to be our ''purchasing agent" in providing us wit-h some 
of our goods and services, and what these are (transpar- 
encies 3-14 and Transparency 5-16 explains pie 
chart^ and it is included because this is the first time we 
use them. The 'You and the Economy' quiz sections ^re 

^ used at this point to reveal how little the teachers actually 
know about taxes and to lead into the^ progressive/ re- 
gressive concept. (Answers to these questions 'S'ppear oj^ 
•page 17. Most teachers, and hiost of those who take the 
jqui^, seem to favor a proportional tax system'. Transpar-^ 

^ encies 3-21 and 3-^2 attempt to analyze the income trans- 
. fer fiyattipns of government by suggesting that-unde^ 
vsome circumstances we might increase total satisfaction 
by^fransferring $5000 from Family B (with $25,000 
income) to Family A (with $5000 income)., Transparency 
3f-23 leads yftto the two principal philosophies df taxation. 
The session ends by measuring the federal taxes (incorne 
and payroll) by some k^y t^x criteria. \ 



THE FABULQUS COST-FREE PRODUCT 

You have invented a fabulous product which you can make and distribute 
^ for absolutely nothing (there are no money costs of any kind that you will have 
to pay). You are the sole producer, and you can charge whatever price you like. 
However, if you charge 100 each no one will buy your product; if you charge 
'90 each you will sell one item: if you charge 80 each you will sell two; and so 
oh as is shown in the table and on the chart below. 



Price 


IW umber sold 


10 


0 


9 


1 


8 


, 2 


> 7 

* 


3 


■ 6 • 


4 


5 


5' 


4 


,6. 


3 


7 


2 


8 


1 


9 


0 ' 


10. 




2 4 ' 

You want to make as muoj^i money as possible. 

WHAT PRICE SHOULD YOU CHARGE? 

HOW MANY WILL YOU SELL AT THIS PRICE? 

HOW MUCH MONfY WILL YOU TAKE IN? 



Quantity 
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QUESTIONS FROM "YOU AND THE ECONOMY" QUIZ 

1. This is an opinio.n question. There is no correct answer. If Mr. Jones e?lrns 
five times more than Mr. Smith, ^ 

. ' A. Jones and Smith should^pay the same taxes — they are both citizens.* - 

B. Jones should pay five times as much as Smith — he earns five times 
as much. ^ ^ i 

C. Jones should pay more than five times as much, as Smith — he cati affOrd 
it better. 

2. If Mr. Jones earns five)times more than Mr. Smith, his federal income tax 
bill will be ^ . 

A. aboutihe same as Smith's. * ' 

B. * about three times as much as Smith's.^ 

C. more than five times as much as Smith's. 

3. If Mr. Jones earns five times more than Mr. ISmith, his property tax bill 
wilLbe 

A. about the s^ame as'Smith's. . ' 

X B. three times as much as Smith's. r 
C. more than five times as much as Smith's. . • 

4. If Mr. Jones earns five times more than Mr. Smith, his sales tax bill will be 

A. about the same as Smith's' 

B. three times bigger than Smith's. 

* C. more than five times bigger than Smith's. 

^ . 
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ANSWERS TO QUESTIONS FROM "YOU AND THEtCONOMY" QUIZ 

1. This is an opinion question. There is no correct answer. We asked it because 
we wanted you to start thinking about what kind of Vdxcs. you think would be 

^most fair: ^ ' 'r^ ^ 

2. C is the best answer. With the federal incpme tax, the more you earn, the 
higher per(ientage of your income you have to" pay. (A ^tudy of the federal 
income tax showed that the average $20,000 fanriily, with five times as much 
rncome as an average $4,000 family, would pay 23 times as much in' federal 
i^nco me taxes.)* 

3. B is the best answer. A study of property taxes showed that the average 
family with an adjusted gross income of $22,500 paid approximately three 
times as much in property taxes as families with adjusted gross incomes of 
$4,500.** 

4. B is tfte best ansv^er: A study of sales taxes across the country showed that 
the average $30,000 family, with five times as much income as the average 
$6,000 Yamily, paid about three times more in sales taxes.*** 



/ 

/ 



/ 



*Thcrc arc some cases, however, where people with very high incomes pay little or nothing in 
federal income ^xes, as in situations in which dn individual derives income from tax-free muni- 
cipal bonds. 

**Students must not get the impression from this question that the property tax is based upon 
money income. People with higher incomes tend to own more valuable property"^ It should^ 
noted that the property tax sometimes takes a higher prrcentage of the poorer person's income 
than of the rich person's Tncome. 

**The richer family pays more in sales taxes because it spends more. Again it is possible that the 
poorer family will be paying a higher percentage of its inco^pe in sales taxes, however. 
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t 4. Riegional (and International) - 
^ Specialization and Trade 

■ * * , ■ / " 

Description . * 

' Oregon has ''primary industries'' which produce goods 
and services^ for sale to people in other places and ''sec- 
ondary industries" which produce goods and services for 
sale to Oregonians. Each' region and each country has 
such primary anfi secondary industries. If primary 
^ industries, grow or shrink, the secondary industries teild 

^ to follow.* / ' . . " ' » 

Spegialization and exchange between individuals, 
regions or countries is of value even to those who are 
,\very efficient or who have abundant resouree^. However, . 

while we are interested in encouraging specialization, we 
** have also passed tariffs and other laws which affect the 
degree to which we specialize/Trade between nations is 
complicated by the fact thatpach country uses its own 
kind of^money. (Calderwood and Fersh, Chapters 13 and 
14; Grade Eight Guide, pp: 52*59.) 

IVlLterials Available > 

MAP: Land-Use Map of the Portland Metro- 

politan Area. This map covers the area • 
from Gresham to Hillsboro and is 
. colored to indicate residential, business 
f ' and industrial activity. Transparency 4-1 
is a copy. Additional copies may be ob- 
. ' * tained from the Columbia Region 

Association of Governments, Portland. 
Similar maps may be available from 
planning commissions in other metro- 
politan areas. 

HANDOUTS: Hatfields and McCoys. This is a com- 
parative advantage exercise and was 
» prepared for buzz-group use. 

, Questions from ^'l/ou and the Economy: 

, Oregon Economy** 

16mm FILM: Economics of Trading Among Nations, 
30 min. This Film is from the National 
Economics Telecourse. In it John Cole- \ 
man points out that trade among nations 
is similar to trade between regions or 
i between people and stems from differ- 

ences in natural and other resources. He 
discusses comparative advantage, tariffs 
and so on. 



TRANSPARENCIES: 4- through 4-38 
Grade-Level Meetings ^ 

(1) Talk about what the teachers did jn regard to busi- 
nesses and governments. (2) Demonstrate and discuss a* 
project related to primary and secondary industries and/- 
or to spe.cialization and trade. (3) For next time encour- • 
age the teachers to think about and report on (a) their 
own successes or failures with activities related to pri- 
mary and secondary industries and/or specialization and 
trade, and (b) ways in which they have taught or think 
they might be able to- handle concepts ' dealing with 
money and banking. 

L . ■ ■ . ■ . 

General Session- 

(1) As usual we recommend beginnin^^^^th a discussion 
of things that the teachers actuatly did wi^hthe third 
session material on businesses and governments^ 

(2) PRIMARY AND SECONDARY^ INDUSTRIE 
Transparencies 4-1 through 4-11 follow a train of thpught" 

- built around the land-use map. (See Grade Three Guide, 
pa^^es 1-3.) We suggest that third-grade teachers obtain 
or make maps of their own metropolitan areas, put flags 
on them to show where parents and friends of the chil- 
dren work and shop and that they go on from here to talk 
about the^inds of goods and services that Oregonians ' 
make, where they are sold, and how changes in the* 
<lemand for our primary products have an impact on in- 
comes^and employment in Oregon. This line of discussion 
leads naturally into a reinforcement and review of the 
circular-flow concept and of the idea, first introduced in 
the Senesh filmstrip, that a declining demand for a pri- 
mary product may mean unemployment for those, who ^ 
make it and also for those who plrovide them with 
secondar^'^goods and services. Somewhat the same line 
of thought is intro^ced in the Grade Five Guide, pages 
25-29, which de^l^with a "Regional Appr*each to the 
American Economy" and ties into the combined regional 
geography, regional history approach that is used in 

^many grade fiveUekts. Sixth and seventh-grade teachers 
would be interested in applications to Latin American 
a'nd European countries. * ' », 

4 

^(3) DOES SPECIALIZATION PAY OFF? The \\&nA- 
oui, Hatfields and McCoys, was designed for buzz-group' 
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use- and is a simple problerrl ir> comparative advantage. 
Transparencies: 4-12. 4-13, and 4-14 summarize the Hat- 
field and rMcCoy analysis; Transpaf-ehcies 4-15' through 
^4r20 continue the.di'^cussion of specialization. An apj^li^ * 
caption to American history is 'invcAvcd in 4-^/5 which 
relates to t^e impact tjf the' Erie C^al on shipp'ing costs 
and,* hence, "to the possibility of increased specialization^ 
and Jrade between downstate New York sfnO the'Great' 
l.akes regiorj. Activities related to, this appear in the 
Grade F^ive Cuide on pageSp 16 and 17. 

(4) ; INTERNATIO?4AL TRADE. Some instrCictprs 
may find time fo handle all of the [gllowing material, . 
but we were never able to do so. The 16mm film Ecoriom- 
,Jcs af Trading Among Nations is from the National . 
Econonnics Telecour^e. In it John Coleman points gut 
that, trade amung nation^, is similar to '|rade between 
regions oj between people, discusses comparative advan- 



tage, and points out .thafmip^oris compete with local 
.products. Transparencies 4^21 through 4-29 summacize 
"some of the ideas presented in ther fil.m and review the 
^ .Eirfmar^/benjand comparative advantage illustration 
that appears^there. Transparencies 4-30 and 4-3J are an 
attemfDt to expand a.cottori Xariff lllusti^ation from th^ 
Grade' Five Guide (p, 2|^li^ito a discussion of balance 
^ of payments probtems. TWe R.O. W.'s mentioned on some 
, of tjiese transparencies are ^^n. imaginary ;*Rest of the 
.World"^ currency. Transparencies 4-32 through 4-38 
deal with balance of p^ments and.dpvaluation problems. 



Some ccqnomists refer to ".prinfary industries" as "basic industries' 
and "secorvdary industries" as "nonbasic industries." 



THE HATFIELDS AND TME' McCOYJS 



The Hatfields and the McCoys don't talk to each other 'muctf. They would 
rather shoot than smile. The Hatfields are better off than the McCt)ys in every 
way. Wh/, it takes only 8 hours'for oHe Hatfield to grow'dne;^bushQhof.Corn ' 
(for bread or whiskey) and only 9 hours for one Hatfield'to make one yard^f 
cloth. ^ ^ 5 • - - 

V The McCoys areff t any more (or less) shiftless than the Hatfields, but t|iefr 
land is worse and their tools aren't so g6o4. Anyw/y, it takes 12 hours for one 
McCoy to grow one bushel of corn and \0 hoursibr one McCo^ tajnake'one. 
yard of cloth. The McCoys are worse off than thjb Hatfield^ because they have 
to work longer for everything they ha^e. v / . ' - 

Now old Ma Hatfield Is a sly one, and shers been sitting and, rocking and 
thinking for years .and years. One day she says, 'Taw! Paw, Fye been cogitatin',., 
You know what I think? I think we'd be a whole lot .better off if we stopped 
fighting the McCoys, spent more of our time rais^ing corn, and traded with the 
IS^IcCoys when we needed cloth." ' 

Paw spat. * • 

"Damnit, woman," he said. ''We are better farmeris than those varmints, and 
better weavers, too! Besides/ 1, don't \^ant to 'be dependent on that poor white 
trash for my clothes/' ' v * | 

Was'M/right? . ' 

Suppose it^<vould pay the Hatfields toirade corn for clfnh. Would it^ay. the' 
McCoys to trade cloth for corn? 
Was Paw right? 
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QUJESTIONS FROM QUIZ: 
"YOU ANI>ia^HE ECONOMY: OREGON'S ECOI^bMY' 

1. The income of the average JJll^egonian i^higher than that of the average 
American. 

True or false 

2. How many Oregon households had less than the poverty level income in 
1970.? ■ . 

A. One out of every four 

B. One out of every ten '. . 

C. Onex)|Jt of every twenty * 

3. Which of these Oregon industries employs the most people? 

A. Lumber and wood products ^ 

B. Agriculture and food processing 

C. Wholesale and retail trade 

4. Since World War H Oregon employment has been growing about as fast as 
employment m the other west^n states. * i 

True or false o 

'5. If we want Oregon to grow and prosper, we should 

' A. produce everything we need right here in Oregon s6 we won't have to buy 
from outsiders. 

B. produce as much as we can for sale outside of Oregon so as to bring 
money into the state. * . 9^ 

C. buy outside products whenever they are cheaper than ours and sell our 
products outside whenever we can. . 

6. Too many Oregon firms are owned by^out-of-staters who take their profits 
away from Oregon. 

True or false 
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ANSWERS TO QUESTIONS FROM QUIZ: - ' 

"YOU AND THE ECONOMY: OREGON'? ECONOMY" 

1. False. In 1972 Oregon incomes averagfd $4,287 per year for every man, ■ ' ^ 
j woman and child. This is $205 belo\y the pational average of $4,492. • 

2. B is closest. One out of ever^ 1 1 Oregon families was below the poverty 
level income in 1970. (Poverty level varies with the number of children in the 

^ family, etc. For an urban family of 4 with 2 children, it was $3,700.) 

i 

3., C is Correct: Here are the figures for 1973: 



Wholesale and retail trade , 


190,200 


Service industries (incl. finance and realty) 


177,600 


Government (federal, state and local) 


159,500 


Lumber and wood products 


78,500 


Transportation, utilities, communiiation 


52,200 


Agriculture 


45,600 


Contract construction 


38,000 



False. Oregon employment is up only 55 percent compared to 94 percent for 
the 1 1 western states as a whole (excludes Alaska and Hawaii). Here are 
some figures: 

Growth in Nonagricultural Employment, 1947-1967 



Slate 


■ No. of New Jobs 


Percentage Increase 


Nevada 


• ^ 111,300, 


207.6 


. Arizona 


}• j> 298,100 


204.6 


California j 


^83,400 


, 106.6 


Utah , 


. ■ • 144,000 


78.3 


• Oregon o 


. 231.500 


512 


Washirigton 


• , 360,700 • . 


52.6 


4 Idaho 


62,600 


50. 1 


Montana 


/ 44,600 


30.7 




if ■ a* 





C is the best answer. We would be poorer, not richer, if we tried to grow our 
awn bananas or to make our own automobiles. We would be piro/er still if 
we tried to sell Oregon bananas in Nicaragua or Oregon automobiles in 
Detroit. Our best bet is to specialize in things that Oregon is particularly 
good at — lumber, plywood, peppermint oil, grass seed — and to go to out- 
siders for things that they can make cheaper than we can. 

■••> * 
6. false. .Oregon won't grow un^less it gets more machinery, more factories, 

more equipment, more totrrist facilities. If we had to rely on Oregon .money 

to buy these things, we \vouldn't grow as fast.. Businessmen — both Oregohi- 

ans and out-of-staters — won't take their funds away from Of^on as long as , 

Oregon is a good place Jo invest. . ^ 



ErJc , ■ 00(528 

hminniiinrfTiTiaa <^ > - * 



J 



5. Money and Banking 




We 
uies 
can 
has 
.cc.) 
oint 
will 



Description ^ 

Money makes it easier for us to exchange our goods 
and services for those protiuced by other people. Most 
of the money we use in the United States consists of com- 
mercial bank deposits. Our banks accept deposits and 
m^ke loans and have a lot to do with the amount of 
money in circul^ion. We attempt to control the amount 
of money in circulation so as to avoid unemployment^ 
and inflation: (Calderwood and Fersh, Chapters 10 
and 11.) \ 

Materials Availa^ 

16mm FILMS: W^at Money Is and Is Not, 30 mir 
rapommcnd use of the first ten mil 
pf this film, which is. from 
Economic Tdecourse. (Our' 
been cut at a siiitable stoppi 
Professor Coleman makes tl 
that money is anything that 
accept. There is an excellent display of 
exotic money and a sjcit in which a 
woman buys groceries with ice cubes. 
The last twenty minutes, which we do 
not recommend, deals with the history 
of money in the United States and with 
other matters. 5owrce.* OCEE 

Money in the Bank and Out, 15 mi^. A 
^ perfectly beautiful colpjfilm that begins 

with a grade school boy who lends his 
friend a dollar toward a baseball mitt 
\^ and continues with a building con- 
tractor who borrows money from a 
bank. Source: Division of Continuing 
Education Film^ Library, Pp. Box 1941, 
Portland, Oregon 97207: 

MATERIALS: BcMer Game Skit. This is a role-playing 
situation that makes the point that 
barter is much more cumbersome than 
^ the use of money. Based on an example 
in Grade Four Guide, p. 5 (page 23 of 
this Handbook). 

Banks and Banknotes Skit. Another 
role-playing situation.^ The Bas^ of 
Atlanta and the Bank of Boston print 



' ' paper ^'bankhotcs** with a rubber stamp. 
These are issued to borrowers, and are 
accepted as money until a run develops 
that destroys the Baiik of Boston and 
then spreads to the' Bank of Atlanta. 
Based on an activity from the Grade 
Eight Guide, pp. ^2-57 (pages 25-26 
of this Handbook). ^Teachers may want 
copies of these skits for their own use. 

TRANSPARENCIES: 5-1 through 5- 18 ' ^ 

Grade-Level Meetings V • 

(1) Ask the teachers tb talk about their specialisation 
and^regional trade projects and 'why they worked or 
didn't work. (2) ^Demonstrate and dtscuss money or 
banking projects for the teachers to try out with their 
children. (3) For next time encourage the teachers to 
use and report on (a) activities dealing with money and 
banking and (b) ways in which they have taught or think 
they could teach concept^ relating to economic growth 
and stability. 



General Session ^ 

(1) As usual, w^ recommend beginning with a disr 
cussion of things, that the teachers actually did with the 
fourth session material on primary and secondary indus- 
tries and/or on specialization and trade, and'with their' 
thoughts on how they might deal with material on money 
and banking. 

(2) WHAT MONEY- IS/WHY MONEY IS USE- 
FUL. We would then use either The Barter Qame film or 
the Barter Game Skit to make the point that barter is 
clumsy and slow while the use of money is relatively 
quick and efficient. The skit may be a more effective way 
of dping this^than the film. Oh the other hand, the film 
does'illustrat'e an actual classroom project. \ye would 
then suggest Transparency 5-1^ Money is anything that 
people will accept" and the first ten minutes of the 16mm 
film; ]Vhat Money Is and Is Not. Transparencies 5-2 and 
5-3 involve a historical application to the revolutionary 
period. ^ 

(3) H(^W BANKS OPERATE. The transition from 
'money as a medium of exchange to banks as institutions 
is a little hard to manage, but we cannot presume that 



ERIC 



22 



00029 



the teachers really understand enough about bante to 
take them- directly into the material on expansion of 
deposits. The 16mm film, Money in the Bank find Oht, 
is^ very strong and, because it is designed for use .in the 
intermediate grades (IT, 5, 6), it is easy to comprehend."" 

^: (4) OUR MONEY SUPPLY IS FLEXIBLE.' The 
^ Banks and Banknotes .S/c/7 and transparencies- 5-4 
through 5-10 tie into the treatment ofthe banking system 
that appears in the Grade Eight Guide, p^ges 52-59. It 
deal? with the banking system as it existed *bgrofe the 
Civil War when banks issued their own banknotes which 
circulated as currency. In our view it is easier to show 
changes in the money supply by using banknotes which, 
when issued to borrowers, have the immediate and direct 
effect of increasing the mbnay supply, rather than by 
using bank deposits which requjre a rather complicated 
explanation 8( the relation between one generation of 
banks and another. The transparencies and tTie skit also 



deal with bank runs and with laws designed to prevent 
them. A full descript ion of the skit appears on pages 
25-26 of this Handbook. 

. Transparencies »5-7 / and 5-12 handle the expansion of 
bank deposit§ in a more traditional way. We prefer to 
use them only after working through the*banknote mate- 
rial, with or without the skit, and do not bother witTi 
them when time is short. 

^ (5) TIGHT MONEY AND LOOSE MONEY. Trans- 
parency 5-13 says that our money supply is flexible; 5-14 
through 5-16 point out the ^sconomywide consequences 
of *Moose money'' and its impact on borrowers and lend- 

/ers. Transparency 5-17 lists some ofthe famous histori- 
cal controversies that have involved loose money and 
tight money and is included to show fifth and eighth- 
grade history ^teachers that an understanding of this 
economic concept' may make some of their historical 
mat<«rial more meaningful to the childrefn* 



V 

PROGEDURE FOR THE BARTER GAME SKIT a 

This skit is based on'an example in^he Gr^de Four GuW, page 5. It requires 
four actors. Thcfirst four teachers who enter the room are logical candidates, 
as they can study their lines while the others are arriving. The characters they 
play are as follows: , ' ^ 

I. An Indian who has a salmo^> and wants six eagM-feathers 
* 2. An Indian who has six eagle feathers and wants a bow and arrow 

3. An Indian who has a bow and arrow and wants a tomahawk 

4. Aft Indian who has a tomahawk and wants a salmon 

The Ijid^ns go on stage*one by one and explain their roles. They have pic- 
tures'tdrawn on an ordinary file folder with a wide felt pen) of each of the com- 
modities and actually exchange the pictures with each other. In'the *Tirst Act'' 
no exchange can take place until all lhe Indians are on stage. In the ''Second 
Act'* the first Indian has a picture of wampum as well as his or her salmon and 
the transactions are much simpler. Caution: teachers'and students who play this 
game often like to bargain over the price ofthe goods they are exchanging. This 
• i^. fun but it detracts from the purposes ofthe game. We are careful to warn our 
teachers against it. ^ 

We wrote instructions on the back of each picture Sb^that each Indian would 
know wjiat his or her riole was. Our pictures and instructions follow: 



FIRST INDIAN 




(salmon) 



You are an Indian. You have a salmon. You want 
six eagle feathers. 

Act One: Explain your role. Stay onstage until 
you havQ' traded your salmon for the feathers. Do* 
not trade your salmon for anything else. 

Act Two: You have wampum. You are willing to 
spend'the wampum for the feathers. -You are will- 
ing to*sell your salmon for wampum. You roay 
leave the stage as soon as you ha.ve sold the salmon 
and have the feathers. 
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SECOND INpiAN 




(6 eagle feathers) 



THIRD INDIAN 




(bqw arid arr6w) 

Fourth Indian 




You arc an Indian. You. have six eagle feathers. 
"ion want a bow and arrow*. 

Act One.* .Explain your role. Try to trade your 
feathers for the bow and arrow. 'Don't accept any- 
thing else. Stay on stage until you have made your 
trade. 

Act Two: You are willing to sell your feathers for 
wampum. You arc willing'to spend the wampum. 
You are willing to spend the wampum on a bow and 
arrow. Stay on stage until you have your boW and 
arrow/then leave. 

V V . „ 

You are an Indian. You have a bow and arrow. 
You want a tomahawk. 

Act One: Explain your role^ Try to trade your bow 
and arrow -for the tomahawk. Don't accept any- 
tJiing else. Stay on stage until you have made your 
trade. 

Act Two: You are willing to sell your bow and 
arrow for wampum. You are willing to spend the* 
wampum^on the tomahawks Stay on stage until 
you have your tomahawk; then leave. 



(tomahawk) 



You are an Indian. You have a tomahawk. You*, 
want a salmon. . . 

Act One: Explain your role. Try to trade your 
tomahawk for a salmon. Don't t'ake anytliing else. 
Stay on stage until you have made your trade. 

Act Two: You are willing to sell you^tomabawk 
for wampum. You are willing to spend the wam- 
pum on a salmon. Stay on stage until you iVave 
your salmon, then leave. 



r . _ 

Second act: All ^ndians have 
a string of wampum. 
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PROCEDURES FOR THE BANK^ AND BANKNOTES SKIT 

Banking a&jdone before 1860 ' - ' * 

Act One: The teachers on the left-hand side of the class are citizens of Boston. 
Those on the right-hand side are citizens of Atlanta. The instructor appoints " . \ 

two bankers and helps tiTem to organize the Bank of Atlanta and the Bank ^f . ' ^ 
Boston. He does this by^JiVirig each banker $10 in gold (ten slips of yellow paper 
rtiarked **One Dojlar^ in Golc|;' will do) and a rubber stamp for printing "bank- ' > 

• notes" which reads, *The fiJla^Jc of Atlanta (Bostan) will pay the bearer one 
^ dollar in gold on demand." Each b^nk^ issues jjjm $5 in banknotes, which he ( 
is willing to accept because^of the pftfmise4o pay in gold, and credits him with 
a $5 share of stock in the bank. The banknotes pass into general circulation in 
each "city." Use different colors of paper for each bank's notes. The instructor 
helps each bacpker to establish a T.-account on a nearby blackboard. 

The accounts should look ^ • ' \ 

liket^Ts: ^ ^ . . 

BANK OF ATLANTA (BOSTON) ^ . 



Assets 




Liabilities 




Gold 


$10 


Instructor's 








stock 


$5 






Banknotes 


$5 




'$10 




$to 



Act I wo: borrowers appear. Cyrus McCormick, bamuel Morse, and Oliver 
Evans in Atlanta, fli Whitney, Robert Fufton, and Sanfjuel Colt" in Boston** 
They^have big name tags (same color as 'banknotes of those cities) so people 
will know who they are. Write invention of each on back, of nametag and have 
s|(udent explain it to class^the bankers accept lOU's from each of their respec- 
tive borrowers and print up to $10 w'orth of banknotes for each of them. These 
are accepted and pass into general (;irculation in each city because of the prom- 
ise to pay gold on demand. 



The T-accounts now look 
like this: 



BANK OF ATLANTA (BOSTON) 



Assets 




Liabilities 




Gold 


' $10 


Instructor's 








stock 


$ 5" 


lOUs 


30 


Banknotes 


v35 




$40 




;?40 



- ■ \ - 

Concept Demonstrated: Our money supply is flexible: It expands when com- 
mercial bank loans are made, and contracts when loans are repaid. (To make 
. * this clearer, have'one borrower repay his loan. Have Banker tear up lOU and 

also the banknotes^ They are no longer, part of the money supply of the com- 
munity. New ones can be printed for next loan.) 

Act Three: One of the Boston inventors (on a trip South) tried to .spend his 
T Boston banknotes in Atlanta. People. in Atlanta refuse to accept them because 
they do not believe the promise to pay in gold on demand. Howbver, the Bank of 
Atlanta knows the Boston Bank is willing to accept the Boston notes at par and 
to issue its.own banknotes in return. (We ignore fees imposed for this service as 
they wauld complicate the T-acco(ints.) Later on it may be able to sell the Bos- 

s - ' 

Samuel Morse Invented telegraph, increased speed of communicating. f 

Robert Fulton First successful steamboat, faster, more dependable transportation;>nlarged 
. the market area and encouraged specialization and trade. 

Cyrus McCormick I850's: m^^H^anical reape^^: increased agricultural productivity. 

Oliver Evans * His gravity-flow grist mill was the fitst continuous-process production. 

SaAiuel Colt His repeating pistol was mass-produced, so lower cost. "Gun that won the 

West." . ^ - 

Eli Whitney I790's: cotton gin: made cotton costs low enough so cotton could sell to nrfls 

in England. Made cotton most profitable use of land. Also first to u.se inter- 
changeable parts) in mani^actu ring muskets. 
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ton banknotes to a northbound traveler, or the Bank of Boston may acquire 
Atlanta banknotes. See the Grade Five Guide, pages 19-20, Ohio Frontier 
Scene, for more elaboration. 

The T-account for. Atlanta now 

looks like this> ♦ 
BANK OF ATLANTA (BOSTON) 



Assets 




Liabilities 




Gold 


$ia 


Instructor's 




Boston ' 




stock 


$ 5 


banknotes 


10 


Banknotes 


45 


lOU^s 


30 








$50 




$50 



Act Four: Bostonians art horrified to hear thjt the Morse telegraph isn't 
going to work. They fear for the value of their banknotes and descend on the 
banker en masse to collect the gold that his banknotes promise them. He is, of 
course, unable to pay th^t much gojd on demand and his bank goes bankrupt. 
News of this spreads to Atlanta, and with'it the information that many of the 
Bank of Atlanta's assets are in |he form of now worthless Bank of Boston bank- 
notes, Atlantans are horrified, fear for the value of their own banknotes, and 
descend on their banker en mW^se. He goes bankrupt, too. 

Concepts demonstrated: (1) Fanks make profits by lending money for mter- 
est, and (2) the main asset (or backing) of our money supply was (and is) the 
promises (and assets) of the borrowers — not gold. 

Discussion Questions: ^ 

1 . WaSi there any limit on th^ amount of loans a banker could make? 

2. What happens to the community when the bank goes bankrupt?! 

3. What could be done to prevent "runs" and bankruptcy? i 

Study anfdiscussion can then lead into how banks and our money supply oper- 
ate today. Discussion questions: 

1. What laws do we have to prevent "runs" on banks, causing bankruptcy? 

2. How is the increase or decrease of the money supply regulated today? 
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6. Economic Growth and Stability 



Description 

Why our economy grows and changes. Hbw we use 
Gross National Product, price indexes, and other, sta- 
tistical tools to measure economic growth and change. 
Why we a/e interested in econ'omic stability — a pattern 
of growth that avoids depression and inflation. Some of 
the' ways in which we try to achieve economic stability.' 
(Galderwood and Fersh, Chapters 7, 8, 10, 12.) 

Materials AvaiKible ^ 

16mm FILM: American Business System: How It 
Evolved, 30^ min. A NAM-National 
'Educational Television program dealing 
^ with the evolution of American industry 

from early colonial times to the present. 
Shows reproductions of early machin- 
ery, modern factories, mentions big 
business and corporations. Source: Divi- 
sion of Continuing Education Film- 
Library, P.O. Box 1941, Portlsrtid, 
Oregon 97207. 

I6mnl FILM: Search' for Stability. 30 min., CBS, 
Colcman-Schoenbrun. Economics fl^iic- 
tuations, monetary policy and |^iscal 
policy explained for .the informed lay- 
man. Best ^used as a summary-review 
but useful because the authority of the, 
film lends support to the instructor's 
own explanation of these sometimes 
' suspiciously viewed topics. Source: Divi- 

sion of Continuing Education (§ee ad- 
dress above). 

HANDOUT: QuizoA Economic Growth and Change. 
TRANSPARENCIES: 6-1 through 6-29. 

Grade-Level Meetings v 

(1) Talk about i^hat the teachers did in regard to money 
and banking. (2) For next time encourage the teachers 
to bring in actual posters or other material for display 
at the final session of th^ course. 

General Session 

(1) As usual, we recomnacnd beginning with a^discus- 
sion of things that the teachers adfually did with,the fifth' 
session material <jn money and banking. 



(2) WHY ECONOMIC GROWTlHI? The Quiz on 
Economic Growth and Change attempts* to get at this 
by raising questions that are posed at various places in 
the Grade Four and the Grade Five Guide%. It can be 
used on arv 'individual or a buzz-group basis. Somewhat 
the sajne results can be obtained by asking buzz-groups 
to agree on ''The single most important factor behind the 
growth of our economy." This question and a list of im- 
portant factors appear on Transparency 6-1. The'I6mm 

* film, American Business System: Hvw It Evolved, could 
also be used at this point. It is a good film but is not 
essential. 

(3) HOW WE MEASURE ECONOMIC GROWTH 
AND CHANGE. Our working definition of Gross Na- 
tional Product is the one that appears in the Grade Five 
Guide, p. 34: **How much money would it tak^to buy all 
th^oods andseVvices our economy produced last year?" 
Transparency 6-2 is a pie chart showing the main ele- 
ments of GNP for 1968, 6-3 is a similar pie ch^rt for 
Guatemala, 1965, and is included to permit a cqntrast in 
the proportion of GNP available for investment and 
government purposes. 

Transparency 6-4 reproduces a "Cafeteria Priqe 
Index" illustration from the Grade Eight Guide, page 68. 
An overlay is used to show how an arbitrary factor is 
used to produce an index of 100 for the base year. Trans-> 
parency^-5 shows GNP at constant prices from 1870 to 
1970. It indicates a^doublin^qf rQ;al GNP between I9I0 
and 1935, another doubling between 1935 and I960. 
Transparency 6-6 shows GNP per person oveWhe same 
period — it indicates that while it took^42 years tb double 
the 1900 GNP per capita, i,t will only take 28 years to 
double the 1942 level. Transparencies 6-8 and 6-9 are* 
?Gee Whiz" charts with overlays attached to show how 
the same data would look if presented in a proper, con- 
servative fashion. Some of th.e teachers may want to refer 
to Darrell Huff, How to Lie With Statistics (New York: 
W. W. Nor4«M3, 1954) for further information on thisL* 

(4) . WHY WE ARE INTERESTeFiN ECONOMIC 
STABILITY. Transparencies 6-10 through intro- 
duce the basic ideas that output responds to changes in 
aggregate demand, and that we may be able to contr-ol 
depression and inflation by taking steps to influence the 
level of aggregate demand. Transparently 6-15 makes the 
point that these relatively new i(Jeas were first system- 
atically used — at least at the fiscal policy level — in the 
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lax cuts of 1964-65 and the surtax of 1968. Transparency 
6-/6 "has to do with problems of predicting futare^cb- • 
, nomic activity and, hence, of deciding on policy. It lists 
a number of leading indicators, including sunspot activity 
and skirt lengths. 

Transparencie s 6-17 th jough 6-/9 point out problems 
of choice between alternate goals (stabte"prices vs. full 
employment) and alternate^methods (higher. taxes vs. 
tighl;er money) and comment on the national debt. They 
can be used at this point or ^aVed until after the historical 
explanations have been made. 

(5) HISTORICAL EXAMPLES OF INFLATION 
AND DEPRESSION. Most school teachers have strong 
backgrounds in history and respond particularly well 
to material which presents economic concepts in a his- 
torical content. Transparetfcies 6-20 through 6-23 sum- 
marize "-the material on the Civil War inflation which 
appears in the Grade Eight Guide (pp. 66-73). The-Union 
and Confederate armies needed products or resources 
which had previously gone to civilian buyers. The govern- 
ments of the North and South printed paper money with 
which their armies could outbid the civilians. The result 
was inflationary because aggregate demand thus in- 
creased at a time when aggregate supply was limited. 
Transparency 6-22 hints at a multiplier effect but wc 
don't usually stress this. Transparency 6-23 lists alterna- 
tive economic policies thdt^he North or South could 
have used to cut civilian Remand and limit the infla- 
tionary pressure. 

Transparencies 6-24 through 6-29 deal with the Great 
Depression in somewhat the same way. The depression 
was marked by a 45 percent decline in Gross National 



Product. It was caused by a tremendous 90 percent drop 
in business expenditures for new plant and equipment, a 
drop which caused a major 40 percent decline in con- 
sumption expenditures as well. (GQyernment expendi- 
tures fell by 5 percent.) Transparency 6-27 suggests that 
our .initial policies — tight money and lower government 
spending — were wrong/and tended to make the depres- 
sion worse.t Transparency 6^28 uses overlays to suggest 
that the proper policy was one of trying to replace about 
$15 billion in lost investment derffand but Waves the class 
icf decide how to do this. Transparency 6-29 shows the 
actual policies inr terms of deficit spending and interest 
rates for the 1930-1940 period. . 

The film. Search for Stability, reviews these various 
concepts from a different and somewhat more compli- 
cated perspective. Hawever, ifuses excellent visualsj and 
is a very good film, one that should be shown even if other 
material has to be left out. ^ <^ 



*More recent books similar to this one afe Stephen CampbelPs Flaws 
and Fallacies in Statistical Thinking Cliffs, N.J,: Pren- 

tice-Hall, 1974) and Robert Reichard's The Figure Finaglers (New 
York: McGraw-Hill, 1974), 



tSee A. G. Hart, P.* B. Kenen and A. D. Entine, Money, Debt, and 
Economic Activity (Englewood Cliffs, N.J.: Prentice-Hall, Inc., 
1969), pp. 409, 41 1. 
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QUIZ ON ECONOMIC GROWTH AND CHANGE 

1. Did pioneer mothers have more fun than modern mothers? 

2. List three occupations many people used to hav.e— occupations that we 
hardly see today. 

1. ^ 



2. 

3. 



List three occupations many people have today — occupations that no one 
had 100 years ago. 

I. . ^ • 



3. Why might a modern farmer wo^y<more about^crop prices than a farmer 
of 50 or. 100 years ago? 

f . ' H '■ ^ 

4. List three things that great-grandmotfier would have made for herself— 
things that today's home-maker would buy at the store."^ 



I. 

3. 



5. How much money would it take to buy all the goods and services our econ- 
omy produced last year? 



Where*to find answers: 

1. Fourth Grade Guide, page '22. i 

2. Fifth Grade Guide, page 42. 

3. Fifth Grade Guide, page 34. ^ 

4. Fourth tJradaf^Cjuide, page 22. . 

5. Fifth Grade Guide, page 34. 



Oregon Council on Economic Education 
P.O. -Box 75 i , Portland, Oregon 97207 
Dr. Hugh G. Lovell, Education Director 
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7. Jobs and Income 



Description 

In most families someone earns an income by. selling 
labor. A worker's income depends on how many hours 
are worked. and on the wage rate he or she received. 
/ Wage rates ultimately depend on the demand for each 
type of labor and on the supply of workers with the neces-^ 
sary^ skills and abilities. Society's standard of living\, / 
depends on the productivity of our national economy'. 

Job opportunities change as our economy grows and 
changes. A person who wants to find a job that fits him or 
her, needs to know about him or herself'and abouj: avail- 
able, job opportunities, and needs to know how to find 
, and keep a job. * _ 

Many workers are organized into unions which bar- 
gain with employers about wages and employment 
conditions. (Calderwood and F^rsh, pp. '60-62, 74-75, 
119-121,125.) » ■ . ' 

Materials Available ( 

16mm FILM: Job Interview: Whom Would You 
Hire? Part A: Three Young Women, 
or Part B: Three Young Men. Each 17 
minutes, cojor. Actual job interviews 
filmed with a hidden camera. Film 
viewer is asfeed to evaluate each appli- 
cant as to appearance, attitude, reli- 
.ability, motivation, and preparation 
for employment, to answer the ques- 
tion, "Whom would you hire?" Source: 
i Division of Continuing Education Li- 
brary, P.O. Box 1941, Portland, 
Oregon 9^7207. 

I6mm FILM: Job Interview, 15 minutes, color. Fol- 
lows a young man from when the 
^ employment service counsellor tells 

him of thfe job opening until he has 
been hired, with some scenes of poor 
job-hunting procedures for contrast. 
Source: same as above. 

16nim FILM: Getting a Job Is a Job, 17 rninutes, 
color. The correct procedure to follow 
' in applying for employment. Follows 
, two young peop^le as they sefek employ- 
ment, pointing out the right and wrong 
^ ways of applying for a job. Source: 
same as above. 



HANDOUT: Choosing Your Occupation, or How to 
Get and Hold the Right Job. Similar 
booklets which include self-inventory 
forms, tips on interviews, letters of 
application and where to look for a 
job are available free from your State 
^ Employment Service Office. 

« 

How Pacific Northwest Occupations 
, Will Change— 1960-1980, and Hpw 
Employmerit Will Change in Pacific ^ 
Northwest Industries— 1960-1980. Bat- 
telle MenWrial Institute, "The Pacific 
Nqrthwegt: A Study of* Economic 
Growth in a Quality Environment," 
reproduced in Grade 'Five Teachers 
Guide to Economics, pp, 59-60. - , 

BUZZ-GROUP Does College Always Pay Off? Use 
ACTIVITY: with the two-page job descriptio_n 
pamphlets ("mini-guides") available 
free 'from your State Employment 
, . Office. 

16mm FILM: Grievance, 30 min. How the rights of 
a worker with a genuine grievance are 
protected under the union's contract. 
The oVderly processing *of a grievance 
through several stages of negotiations 
between union and management. 
Source: Division of Continuing Educa- 
tion,'^P.O. Box 1941, Portland, Oregon 
97207. 

16mm FILM: Inheritance, 45 min. The late 19th and 
-early 20th century migrations to Amer- 
ica. The social, economic anc^cultural 
changes which marked the immigrant'* 
^ early years in this country. Conditions 

since 1900 as found in the sweatshops, 
coal mines and weaving mills ahd as 
evidenced^n the labor struggles of the 
thirties and the civil rights movements 
of the sixties. Source: same as above. 



TRANSPARENCIES: 7-1 through 7-29. 
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General Session 

(1) As before, we suggest beginning with a discussion 
of some of the activities the teachers carried out to teach 
the concepts ia the previous lesson. , 

(2) INCOME eXrNED BY WORKING SETS THE 
LIMIT OF MOST FAMILIES' CONSUMPTION. In 
an industrialized, developed country like the U.S., money 
income is earned by family members at specialized jobs 
outside the home. This is in contrast to a pioneer family 
whose consumption depends mainly upon what it can 
produce for itself! It -might be wise to show the circular- 
flow diagram briefly for" review, at this point. Other 
types of income (property, transfer) should be discussed 
here when it'^an be easily pointed out that the principal 
source of income is from labor (transparerfcies 7-1 
through 7-5). 

(3) WHY bo DIFFERENT JOBS E^RN DIFFER- 
ENT INCOMES? After transparencies 7-5 and 7-6 are 
shown, have the class list various items which might 
affect the supply of or demand for a particular occupa-' 
tion. Transparencies 7-8 through 7-11 summarize these 
supply and demand factors. The collective-bargaining 
and supply-limiting roles of some unions (and other 
groups) are included, but it might be wise to postpone 
more discussion of unions until the end of tlte lesson. TJie 
buzz-group activity, "Dpes College Always Pay Off?'' 
can be used either to launch this section, or to summarize 
it. If it is used at the end, each group might try to Identify , 
the supply ^nd/or demand factors which explain the 
wagesof the job investigated. 

(4) YOUR JOB SHOULD FIT YOUR INTERESTS 
ABILITIES AND INCOME NEEDS. To make wise 



choices, everyone needs information about (a) him or 
herself and (b) job opportunities. The State Employment 
Service booklets are an excellent device for self-evalua- 
tion.- After distributing them to the teachers, you can 
either give them a few minutes actually to fill in the self- 
inventory themselves, or discuss itw(^nd the rest of the 
booklet). Be sure to mention that these booklets are 
available free. Transparencies 7-14 through 7-2/ review 
the workforce and job opportunity projections to 1980 
for the country'^as a whole, and the mimeographed sheets 
provide some projections for the Northwest specifically. 
The discussion of job opportunities provides a chance 
again to stress the derived demand for labor, and the 
influence on wages of the changes in the demand for 
goods and services. 

(5) What you need to know to find and. 

KEEP A JOB. Transparency 7-23 emphasizes the variety 
of the labpr markets in which to look for-^ajob. The job 
interview films are an excellent way to **spark" dis- 
cussion. 

(6) ^ UNIONS SERVE THEIR WORKER-MEM- 
BERS IN A VARIETY OF WAYS. The roles of unions 
are outlined on ^ransparer^Cf 7-24, ^ftd some discussion ' 
of them, especially those other than collective bargain- 
ing, mighf be. fruitful. Which jx)bs"are unionized and 

' which are not, and the trends for the future unionization 
of public employees, white collar, and agricultural labor 
can be brought in. J 

(7) TOTAL U.S. INCOME GOES UP WITH PRO- 
DUCTIVITY, BUT SOME GROUPS' INCOMES 
MAY GO UP FASTER THAN THOSE OF OTHERS. 
The income distribution question is discussed in trans- 
parencies 7-27 through 7-29. ^ -J- 



DOES COLLEGE ALWAYS' PAY OFF? 

You are considering college at $2,000 a year for four years, and planning to 
become the owner of your own business. Reports show your average income will 
be $9,500 a year.. You pick an occupational ''mini-guide"* up off the street. 
Before you toss it away, you decide to see how much you might make in that 
occupation. 

What would bfe the costs of preparing for this job? Would the training needed 
be obtained on the job, as an apprentice,, in high school, a community college, 
or other training school? - \ 

After working 30 years in each occupatio^i, how would the total net earnings 
compare? (Remember: you must subtract nOt only the cost of college or train- 
ing, but also the ''opportunity cost"— the income of sjay $6,500 a year you could 
have earned if you hadn't been in college or training.) 

Your 30 year net earnings as a business owner: $_^ j 



Your 30 year net earnings as a 



DID COLLEGE PAY OFF FINANCIALLY? 



*pbtain from your local Slah: Employment Office. Folders on over 50 different jobs. 



Center For Economic Education 
' 'Oregon State University, Corvallis, Oregon 
Prof. Charlotte'T. Harter, Director 
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HOW PACIFIC NORTHWEST OCCUPATIONS WILL CHANGE*— 

1960-1980 

^ (in percentages) 

1960"' * 1980 

AH occupations 100 100 

Professional, technical and kindred workers 12. 4o 18.4 

Managers (including farm) ^ 15.4 13.3 

Clerical and kindred workers 13.8 17.8 

Sales workers 7.5 6.9 

Craftsmen and foremen 14.3 1 1.7 

Operatives and kindred workers , 14.9 11.1 

Personal services^including private household) ; . 1 1.8 14.1 

Laborers (including farm) „ 9.9 * 6.7 

*Thf Pacific Northwest: A Study of Economic Growth in-Q Quality Environment, Bat telle Mem- 
orml Institute, Cojumbus, Ohio, 1967, p. 73. 

Source: Teachers Guide to Economics, Grade 5. edited by t-lugh Lovell, issued by Oregon Board 
of Education. » 



V 



0 

HOW EMPLOY 1VIE;NT WILL CHANGE 
IN PACIFIC NORTHWEST INDUSTRIES*— 1960-1980 

^ (in percentages) 

Professional and related services 142.9 (increase) 

Finance, insurance and real estate 95.1 

Business and repair services ; ^94.6 

Public administration 66.7 

Personal services 61.6 

.Retail trade ^. . . . 54.0 " 

Total Employment * 51 .3 

Entertainment and recreation services ' 50.5 

Manufacturing '49.6 

Wholesale trade '44.4 

Construction 29.3 

Transportation, commi^nications 

and public utilities * , , 18.0 

Agriculture, forestry and fishing —33.4 (decrease) 

Mining : ■ -47.5 (decrease) 

*The Pacific Northwest: A Study of Economic Growth in a Quality Environment, Battelle Mem- 
orial Institute, Columbus, Ohio,' 1967, pN73. - * 

Source: Teadhers Guide to Economics. ufaBe 5, edited by Hugh Lovell, issued by Oregon Board 
of Education. 
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8. Oregon Government 
Services and Taxcis 



Description ' 

Oregonians have directed their state and local govern- 
ments to produce certain goods and services. Oregonians 
have wanted more services, of many types, than goods: 
Education is the largest- service of Oregon governments. 
Families and businesses pay for these services and goods'* 
by a variety of taxes. Some of the taxes go to local gov- 
ernments," some go to the state government. The amount 
and quq^lity of services and .goods Oregbpians want have 
risen over the years and, in order to pay/or them, so have 
taxes. Oregonians must frequently rethink their pan' 
decisions 'about what goods and services each level or 
government should produce, and what types of taxt^ 
should pay for ihcm. ^Economics of Taxalion booklet*; 
Calderwood and Fersh, pp. 75, 153-158; Oregon Govern- 
^ ment Spending ^and Income: and Corvallis, Oregon, 
budget.) . 

lyiaterials Availably 

HANDOUTS: Mr. J. P. Tillamook of Corvallis. 

Oregon. Estimated federal, state and 
properly taj^js^paid by home-owner' 
with a$12,C)0y^ 

stated as doHar amounts and as a 
percenUge af income.' 

Questions from "You and the l&con- 
^omy: Government Services and 
Taxes."* Gives the^uestions asked on 
^ a television quiz program produced^ 
by tTJe Oregon Council on Economic 
Education (page 35) of this Hand- 
book). 

BUZZ-GROUP How Should We- Finance These 
ROLE-PLAYING Projects? Each buzz-gtoup takes a 
different project and the ^members' 
of the group take different roles. The " 
group decides and reports to the 
Whole c^s^. 

' ' ft 

Wolf Bounty Meeting. Teachers take" 
roles; of Oregonians of 1845 to decide 
who should be taxed to pay the <^ 
bounty. (Grade Four Guide, p. 24.) - 

TRANSPARENCIES: 8-1 through'8-29. 



Grade-Level Meetings ^ 

(1) <^Talk about what th^ te^^:hers 
aad income, (2) D^mdnstrate ^d 
related to Oregon's. publie s'^rvlces 
next time' encouYage the teachfer 
report on (a) theit owrv success 



d||d ih regard to jobs 
iscuss a project 
taxes. (3) For 
\q think alpout and 
and problems with 



activities related fo Oregon's 'pufclic services and taxes, 
^nd <6)'ways in which they, ha/e taught or think they 
might be able to handle conce/ts <lfealin£^ regional 
specialization and trade and/or primary and secondary 
industries. ^ ^ 

General Session: 

(1) As usqal, Ave recommend beginning with a discus- 
sion of some Qf th^ things the teachers actually did with 
the previous les$on's materiM. 

(2) This lesson start^-by making clear thaVthe state and 
local governments' liking and spending activities have a 
more limited objective than the federal government's, 
namely, that they do not try to stabilize "economic 
growth. In fact, government mgy, have a destabilizing 

. effect because of the constitutional requirement that the 
state budget 4)e balanced. 

(3) Services and goods. first look at the services, 
and goodp^ t^tat we have directed governments to provide 
for us, eiTipHasizing the overwhelming rmportance of edu- 
cation at tji^ih state knd'local levels itrghsparencies 8-2 
through 8-8). At this point have the teajch^rs act out the 
Wolf Bounty meeting. Tlji^ helps" them to think about 
\yhy citizens haw decided fo provide sdme of the goods 
and servicesctj^ey wai^t through government rather than 
by private businesses thfough.ihe markets. Transparency 
8-11 distusses this* directly and other, reasons can be 
added. . * *' . % " 

(4) r How do we pay, for these services we*ve directed 
government to provide? The. Wolf Bounty skit introduces 
some answers to this queatioh which, can be drawn from 
tlje class. At this'.point, we4ik6.to gfve the ''You and the 
Economy" quiz questions' .aJo^ s^ulate further discus- 
sion. Transparencies' 8- 13 i)^c^gh 5-75 disfcuss the ques- 
tions and ideas introdu<Je(Mf^ntight be well to point out 
that recent studies indic?ajt'6*§i.at %he property taX on pri- 
vate homes tends to;be £fb(iut proportional (using incpme 
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as a base) for ibosc with incomes above $8,000, although 
it is regressive for those with lower incomes. Other fac- 
tors to consider in judging a tax are covered in 5-76 aind 
8-17. At this point, it might make the discussion of taigs 
concrete if you passed out the Mr. J. P. Tillamook xlx 
estimates, and went through it. Then the state income tax 
is evaluated by the criteria presented (8-18 and 5-79). 

(5) ^re Oregon taxes high? The conaparisons' given oh 
transparencies 8-20 and 5-27 indicate no. In fact Oregon 
has slip()ed, by 1973, to the bpttom among the Western 
states in terms of ''tax effort" (percent of income paid in 
taxes). The figure for, Nevada in transparency 8-21 dem- 
onstrates the desirability of using income and not per 
capita as the measure if the burden on the resident is to 
be accurately measured. 

(6) The Gap: A developing problem and how to deal 
with it. Especially at the local level,, but also at the state 
level, a widening gap is developing between the services 
demanded (and their cost) and tax revenues. The demand 
for services (and their cost) increases as incomes increase. 
(The price of labor is a ' m|(jorcomponent of most 
people's income and also a major component of most 
services.) But the base for much of the tax revenues 
(especially locally) js property, not income. So auto- 



matic increases in tax revenues to not follow increases 
in income. Therefore, as incomel go up, the demand for 
(and cost oO services is increasing faster than'Mhe tax 
revenues — a gap which grows wider and wider (5-22). ^ 

Ways to close this gap which might be considered are 
explored \n7^nsparencies 8-Z^ through 8-30. While these 
alternatives are presented separately, they are certainly 
not mutually exclusive, and the possibility of usin^ a 
combination of these alternatives needs to be stressed. 

''How Shal^ We Finance These Projects" is a good 
summarizing Activity. The instructor and discussio 
leaders ^an bring in more details of the various taxe^ ' 
helping the groups to make their decisions. 




* Economics of Taxation (Economic Topic scrics)»*^Joinl Council on 
Economic Education, 1212' Avenue of the Americas, New York, 
NY 10036. 
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QUESTIONS FROM QUIZ "YOU AND THE ECONOMY: 
STATE AND LOCAL TAXES" 

il. Oregon's stale and local m>ces^re higher than those of any 

other Western state. • True or false 

2. Oregonians pay nfiore state and local taxes*er dollar of , 
income than those wl^o live in Washington and California. True or false 

3. Generally speaking, the Oregon inconfie tax goes to the state 
of Oregon, wlaile Oregon property taxes go to local govern- 
"lents. True or false 
About one-tenth of your total tax dollar— federal, state and 
local — goes to people who are on public welfare. True or false 
Imagine a Corvallis fanfijly with two children, one nine and 

one 14. Their annual property tax bill is $1,000^ About $530 
" of this goes to the Corvallis public schoojs. This $530 is 
enough to keep their children in school for . . . 

A. one-quarter year. B.'^one-half year. . C. one year: 

6. The property tax is unfair because home owners ha,ve to pay 

it while people who rent go tax-free. * True or false 

7. This is an opinion question. There is no correct answer. If Mr. J[ones earns 
- five times more than Mr. Smith, ^ 

A. Jones and Smith should pay the same taxes — they are both citizens. 

B. Jones should pay five times ^s much as Smith— he earns five times as 
much. 

C. Jones should pay more than five times as much as Smith— he can afford 
it better. 

8. If Mr. Jones earns five times more than Mr. Smith, his property tax bill 
will be I 

A. about the same as Smith's. •« ^ 

B. three times as much as Smith's. - - ^ 

C. about five (imes as much as Smith's. * 

9. If Mr. Jones earns fivg^times more than Mr. Smith, sales tax bill will be 

A. about the same as Smith's. 

B. three times bigger than Smith's. ' 

C. more than five tjmes bigger than Smith's. 



Oregon Council on Economic Education 
P.O. Box 75 1 , Portland, Oregon 97207 
Dr. Hugh G. Lovell, Education Director 
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ANSWERS TO QUIZ "YOU AND THE ECONOMY: 
STATE AND LOCAL TAXES" 

1. False. Oregon p^r capita taxes (stale and local) wcrfe lower than those oT 
eight of the twelve western states in 1972 ($463 per capita). 

2^ False. In 1972 Oregonians paid the least state and local taxes per $1000 
of income of all the twelve western states ($ 1 19). The average for the western 
states was $131. 

3. True. Oregon property taxes are paid to state and local governments; 
Oregon income taxes are paid to the state government. However, local 

„ governments in Oregon get about one-half of their revenue from property 
taxes, they get an additional one-quarter from the State of Oregon, and the 
rest from other sources. The State of Oregon gets about one-third of its 
revenue from the individual and corporate income tax, another one-quarter 
from the federal government, one-seventhVfrom special sales taxes on gaso- 
line, cigarettes, etc., and the rest from othe\ sources. 

4. False. Only about 7 cents of your total tax dollar— federal, state and local 
combined — goes to public welfare. ^ 

5. A is the closest answer. In 1974 it cost about $1500 to send a Corvallis child 
to school for one year. About $690 of this comes from the property tax; the 
rest from other sources. This works out to about $1380 in property tax money 
for two children for one year. Our family paid $1060 to the schools, about 
one-third of the total cost. 

6. False. Renters may not write the check that pays the tax, but they do pay 
the^,property tax when they pay their rent. A part of what they pay the land- 

- lord — about two months' rent in every twelve, in fact — goes for property 
taxes, just as part of what they pay goes for wear and tear on the property, 
for fire insurance, for other bills the landlord has to pay, and for profit on 
his investment. 

7. This is ah opinion question. There is no collect answer. We asked it because 
we wanted you to start thinking about wh^ kind of taxes think would 
be most fair. 

8. C is the best answer. Several recent studies show that people with incomes 
of $8000 or more pay about the same percentage of their incomes for prop- 
erty taxes as people with higher incomes. (Those with higher incomes "move 
up"" to more expensive homes, or buy a second home.) However, those with 
incomes belaw $8000 do pay^ higher percentage of their incomes for prop- 
erty taxes than those with incomes over $8000. 

9". B is the best answer. A study of sales taxes across the country showed that 
the average $30,000 family, with five times as much income as the average 
$6000 family, paid about three times more in sales taxes. ' 
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• MR. J. P. TILLAMOOK OF CORVALLIS, OREGON 

1974 

The family consists of Mr. and Mrs. \. P. Tillamook and son J. P., Jr., and 
Betsy. They tave S home for which they paid $22,000, on which they have 4 
$20,000 mortgage at 6 percent, and a gross income of $12,000 a year. What do 
they pay in taxes^ both in terms of dollars and as a percentage of their income? 



Home: $20,000 Mortgage at 6% 
Assessed value of house 



Average interest $600.00 yr. 
$25,000 



Property Taxes: 


City of Corvallis 


$ 4.57 




Benton County 


1.07 




Scnool District 


16.03 




iWn-Benton lED 


7.00 




limn-Bentoo Com. C 


1.47 


t 




$30.14 




Less property tax 






relief 


.90 






$29.24 




means $29.24 per $ 1 ,000 valuation 


Federal Income 


Tax: Gross income 




Deductions: 


Mortgage interest 


600.00 




Property taxes 


754.00 




Gas tax: Oregon 


70.00 




(70 on 1000 gal) 






Oregon income tax 


426.,00 






1,850.00 


Exemptions: 


4 (g $600.00 


2,400.00 


Total deductions: 


$4,250.00 



$ 753.50 



$12,000.00 



Net taxable income: 
Federal income tax: 



$7,750-00 



1,142.00 



Oregon Income Tax: Gross income $ 12,000 

U.S. deductions (not Oregon Tax) 1,507.00 

U.S^exemptions 2,400.00 

. U:S. income tax . q 1,142.00 

Total deductions: ' 5,049.00 

Taxable income: 6,949.00 
Oregon income tax: (marginal rate 8%) 
Total Taxes: 



426.00 
2,321.50 



Federal income tax 
State income tax 
Property tax 
Total taxes 



as % of $12,000 income: 9.5% 

as % of $12,000 income: 3.6% 

as % of $ 1 2,000 income: 6% 

as % of $12,000 income: 19.4% 



Charlotte Harter, Director 
Center for Economic Education 
Oregon State University, Corvallis, Oregon 
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HOW SHOULD WE FINANCE THESE PROJECTS?* 

Divide the class into small buzz-groups (3-4). Have each group consider one 
of the following list of projects and agree upon a recommendation to be reported 
to the class. 

How would you recommend financing your project? Why? ' 

As each committee report is presented, the other members of the cl^s can serve 
as a group of local citizens reacting to the proposal. Assign special roles to 
some of the class members by distributing slips of paper with profiles of people 
specified. ^ 

Widow, 67, owns her home. 

Married man, 28, one two-year old child, rents an apartment. I 

FatJicr of three school-age children, owner of a local clothing store, rents an 
apartment. 

■ Teacher, 40, lives outside town. 

Keep profiles on 3 x 5 carjls for easy reference. Students can help to create pro- 
files from real-life exampfes. 

Each buzz-group shouldNnake an effort to answer objections raised by each 
citizen. Citizens should be instructed to support or object to each recommenda- 
tion as specified by the profife. 

Projects to be considered: 

A two-year community college free to all residents of ypur community. Or 
should it not be free? 

A new park and playground to be located in a sliim area 

^ A new park and playground to be located in a high-income residential area 

A new hospital 

A sewage disposal plant 

Increased salaries for firemen and teachers 



* Source: Taxation in the US.: Teaching About by Mindclla Schultz (Economic Topic Scries), 
Joint Council on Economic Education, 1212 Avenue of the Americas, New York, NY 10036. 
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C WOLF BOUNTY MEETING 

^ In 1845 the problem of wolves attacking the livestock had become so bad that 
the sfettlers in the Willamette Valley called ^ meeting to discuss this. It was 
proposed that a bounty be paid for every wolf killed. It was generally agreed that 
this common practice woulc| be a good solution. But then the question of how to 
raise the money* to pay the bounty had to be declined. 

Have the teachers role-p|ay the discussion am\jng' the pioneers. Put each of 
the following quotations, representing different opinions, on cards Co be given 
t(J the players: 

*'Lct thpse who are attacked kill their own wolves.*' 

*Xet those who want to contribute to the bounty fund.'' " 

Why should I contribute? I live in town and wolves doti't bother m&." 

**Why should I contribute? If everyone else does, the wolves will be killed and 
< I will be safe." 

"Everyone is threatened by wolves. Everyone must contribute whether they 
want to or not! Otherwise there won't be enough money to pay the bounty 
and to get rid of the wolves." 

''Some of us can afford more than other's. Let those who can afford more 
pay the larger share." - / 

Have each one, in the course of the discussion,^ explain the reasons for his or 
her opinion. After the discussion, have the class vote on each point of view. 
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9. Consumer Choices 



Description ' , \ , 

Consumers, as individuals or families, share the basic 
economic problem of limited resources and unlimited 
wants. Most of our families use their resources of time 
and skill to earn money, and they use their money to buy 
most of the goods and services they need. In our economy 
family decisions about what* to buy affect the mix of 
goods and services that are produced. 

Each family maljes its own choices because each fami- 
ly has its own unique |oals and values. But all families 
need' the best informatjion ihey can get about the choices 
they have to make. ^ 

Should the family spend more^)n foo^ and less on rent^ 
or clothing? What brand or quality of food and clothing 
•should it Buy? Should it spend any extra income, or 
should it save? If it saves, where should it put th'd 'money? 
Or should it borrow money today and pay back tomor- 
row? Where should it btfrrrow from? And how should the 
family stand on proposals^for higher (lower) taxes and 
additional ?4fewer) governhient services? (Calderwood 
and Fersh, pp. 39-46, 57, 1 14-119, 196-198.) 

Materials Available s 

16mm FILM: A Visit to Consumers Union: 28 min., 
black and white. The film includes de- 
tailed segments of the testing of prod- 
ucts. Source: Consumers Union Film 
Library, 267 West 25th Street, New 
York, NY 10001. Free except for 2-way 
postage. 

16mm FILM: Beginning Responsibilities: Using 
Money Wisely, 11 min., color: /or pn- 
mary grades. Simple economic facts 
about money and its uses. How money 
is exchanged for time and skills and used 
for necessities of f(5od, clothing, hous- 
ing, taxes, and savings. Why careful 
choices are necessary to achieve maxi- 
mum satisfaction from your income. 
Source: Film Library, Division of Con- 
tinuing Education, P.O. Box 1941, Port- 
land, Oregon 97207. 

Using Money Wisely, 28 min., color, 
senior, high and adult. The skills and 
knowledge essential to effective handling 



of money. Buying and credit power, 
counseling and information setvices; 
How to counter ''high pressure'' sales 
^ techniques. Source: same as above. 

FILMSTRIP Truth in Lending: What Consumers 
AND Need to Know, 15 min., color. Tells how 

RECORD the truth in lending law enables an indi- 
vidual who wants credit to make better 
choices. Contents do not promote any 
one type of consumer credit. Source: 
Federal Reserve Bank, Portland Branch, 
' P.O. Box 3436, Portland, Oregon 97208; 
or your local ^ Federal Reserve Bank. 
Free both source?. 

HANDOUTS: "Choosing Made Difficult/' A price 
comparison activity on instant teas. 
Appropriate for buzz-groups. 
"It Is Particularly Important to Think 
Before You Buy Something Big.** 

TRANSPARENCIES: 9-1 through 9-26. 



General Session 

(1) As usual, we 'recommend beginning with a discus- 
sion of some of the activities teachers actually tried with 
the previous lesson's materi-al. 

(2) A consumer can satisfy more of his or her needs and 
wants by wise choices in spending income (and using 
other resources). We develop this concept with trans- 
parencies 9-1 and 9-2. 9-2 highl^ts the nonmonetary 
resources which are often overlooked (such as time). The 
point needs to be made that they, too, are limited. How- 
ever, money income is the principal resource of con- 
sumers in the United States, 

(3) ^ Each family has different values and goals, so the 
way each family chooses to spend its income will differ. 
Transparencies 9-4 through 9-6 give the opportunity for 
exploring how values an(i goals of individuals and family 
are developed and influenced, and therefore why they 
differ. Every consigner seeks maximum satisfaction. 

(4) ' The collection of goods and services a family buys 
for itself reflects its own values, goals and income level, 
Transparency 9-6 briefly states the 5 major decision areas ^ 
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each family must consider in spending jts income. Trans- 
parenQ)f 9-7 lakes up the first of these choices, and can 
lead into -a discussioi; showing how values, goals, and 
income leVei,will cause different families to choose dif- 
ferent alternatives. You might compare the. things a 
sports-oriented family would buy withjlhose a musically 
oriented family would buy. 

(5) Even choosing between similar goods is difflcuh 
because price is not always a reliable guide. Consumers 
are confuspd by product differentiation, product com- 

. plexity and the scarcity of objective information. The 
buzz-group activity, "Choosing Made Difficult," is a 
good way to introduce this concept. It makes, the point 
that comparing brands of the same product by price is 
difficult, and trying to get a pcr-ou)[ice or per-serving 
price^s even more difficult. Transparency 9-8 addresses 
itself to alternatives to a new, top-quality product. Trans- 
parency 9-9 makes the point that top quality nisually 
means high price, but that the reverse is not always true. 
The lessening of price competition by means of product 
differentiation, and advertising, can give business power 
to push up prices; higher incomes can raise prices by 
demand-pull. Transparency 9-10 makes an oft-neglected^ 
point that because consumers' time is limited, they need"" 
readily available, objective information on which to' 
base their choices. This is a logical place to show the 
film, "A Visit to Consumer's Union." 

(6) During one's working years, a person needs to save 
part of his or her earnings to pay for needs during unem- 
ployment or retirement (transparencies 9-11 through 
9-^16). Transparencies 9-14 and 9-15 are concerned with 

^|ie effect of inflation on the purchasing power of savings: 
When prices are relatively stable and the dollar is not 
losing its purchasing power, "fixed" dollar incomes' are 
satisfactory. But when prices are*rising, in order not to 
lose purchasing pow^r, the dollar amount of your income 
should be rising at a comparable rate. 

(7) Whether or not a consumer should use the readily 
available credit depends on both the state of the economy 
and his or her individual situation. On transparency 9-17 
the answer to "how sure is your job," should include con- 
sideration of wh^ the economy as a whole is doing — are 
you likely to be laid off because of a recession? The film- 
strip and record Truth ^in Lending would be best shown 
after transparency 9-19. Classmembers might be asked 
to look in particular at how the new regulations dp 
increase competition among lenders, and why this helps 
borrowers. 

(8) Transparency 9-20 deals with the fact that through 
the ballot box A mericans can decide that some goods and 
services are better provided to everyone through the gov- 



ernment and taxes, rather than privately rnarketed to 
those who can afford them. For instance, besides pos.- 
sible so'cial or poliliqal benefits, are there economic bene- 
fits to the individual and/or to the nation in having free 
education through the 12th grade? 

(p) Som^e people feel that certain consumer fights 
should be guaranteed so consumers can make the choices 
which will best fill their needs. The right to choose is 
•best protected by maintaining competition among sellers 
•so a^ variety of goods, at prices close to costs, are avail- 
able. This can lead to a discussion of the recent wave of 
consumerism, Ralph Nader, etc. Competition among^ 
sellers is an important way of protecting the consumer's 
right to 'choose and of keeping prices as low as possible. 

( 10) Consumers,' spending decisions, affect both what 
the economy produces and stability. Transparency 9-22 
makes clear now much of our total output consists of 
consumer go^ and services. It might also be pointed 
out that, mucnbf government spending is for.consumer 
goods and services like education and. par^^s.* Trans- 
parency 9-24 introduces the multiplier and shows how it 
contributes to recessions and inflatiorfs. While the 
point should be made that'consumer spendjng fluctuate?* 
less than investmljnt spending, nevertheless a small per- 
centage increase in consumer spending (sometimes 
reflected in a decline in savings or credit repayment) 
involves a largo. rHtm ber of dollars. The recovery of 1971- 
72 was started in large measure by an increase in con- 
sumer spending. Transparencies 9-24 and 9-25 make 
cFear that the. effect of the increase in spending will 
probably be'different. depending upon the state- of the 
economy when the increase takes place. Transparency 
9-26 brings up the idea that 5Mle firms can choose lower 
outp6t and enrployment instead of cutting prices. This , 
could lead to a review" of the fact that the American 
economy has many markets for goods and services which' 
are not very competitive^ 

(11) It might'be wise to take about five minutes to^sum- 
marize the lesson by running through the key points of 
it, both^regarding consumers as individual spenders in 
the economy and how consumers as a group affect the 
economy. 



^*Thc instructor ^ighl want to point out that education is considered 
by many to be a form of investment — investment in human capital. 

J 
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Charlotte T. Harter, Director 
Center for Economic Education 
Oregon State University, Corvallis, Or^fgon 
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IT IS PARTICULARLY IMPORTANT TO THINK 
BEFORE YOU BUY SOMETHING BIG 

1 . The money you spend for x cann'ot be spe^jt for anything else. 

A. Which would you rather have: a washing machine, shares of stock,.or a 
vacation? Why? 

B. Every additional dollar you spend for one thing is a dollar that you can- 
' <?^-^not spend for something else. Is-it worthwhile to spend an additipnal 

dollar on that thing? (Diminishing marginal utility.) ' 

2. There are good and bad sources of information about major pur^^hases. 

* 3. Many big items don't sell for a fixed^price (bargaining range). 

4. The true cost of a big item is the difference between what you pay for it and 
what you get whea you sell it. This is influenced by: ^ 

A. depreciatiqn. 

B. inflation or deflation. 

C. cost of buying or selling the item. ' 

D. repair. ' ' . 

*5. It costs money io borrow money^ On the other hand, money that is saved 
can be earning interest. Interest^ you pay out, and interest that you could have 
^ earned both affect the true cost of buying and owning an item. , 

6. Some items are easier to sell than others and, provide better protection 
" against emergencies. 



Hugh Lovell 
Oregon Council on Economic Education-- 
5/14/71 
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10. Review, Display, ^ , 
"jttst For Fun" Quiz , 

Materials Available 

HANDOUTS: Evaluation Form, Package Course for 
Teachers i 



Suggested Readings in Economics 

Suggested Books for Elementary School 
Instruction in Economic^ 

Quiz -Vadkage Economics Course tor 
Teachers' 



CERTIFICATES OF COMPLETION: from Division 

of Continuing Education 
Grade-Level Groups * 

(1) Complete the evaluation forms and return to the 
group leader.. (2) Discuss questions, plans, activities, 
etc. (3) Discuss the questions on the evaluation form 
and the **goodness" or "badness" of the,course. 

^General Session 

tl) This session should begin with the actual posting — 
on walls and blackboards— of display material brought 



in by the various teachers. Some of the teachers should 
be asked to explain how their material was produced and 
how well the children responded to it. 

(2) Instead of the usual general discussion of successes 
and failures in dealing with last week's material on eco- 
nomic growth and stability, it might be wise in a large 
class to organize big buzz-groups — ten to 15 people — 
which could conduct their own discussions of successes 
and failures relating to the course. 

(3) Our most successful review activity is the '*just for 
fun'' quiz. It could be administered on an individual basis 
and actually scored in the u^ual way. However, we 
organized one class into the usual four- or five-person 
buzz-groups and asked the teachers in each group to try 
to agree on the best answer for each question. This 
brought forth lots of discussion and debate between the 
teachers, who would call the instructor over to their 
group if they couldn't agree on an answer among them- 
selves. The instructor finally read the correct answers 
to the entire group and made comments on some of them. 



(4) A brief formal review of the six concepts may be indicated. The major ones 
andarelated transparencies are generally as follows: 

Concept^ 

What econo^mics^s 

Scarcity, specialization, etc. 

Our modified market economy 

Business and governments 
Business 
Government 

Specialization, the Oregon economy 
Oregon s , 
Special ization** 

Money and banking 

Growth and stability 

Jobs and income 

Oregon government services and taxes 
Consumer choices 
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Transparencies 

1-2, 1-3 

1- 5, 1-6, 1-8, 1-11, 1-12, 1?13 

2- 2,2-3,2-5,2-6,2-7,2-10,2-12 

3- 1,3-4, 3-11 

3- 13, 3-15, 3-17, 3-20, 3-24 

4- 3,4-6,4-7,4-9,4-10,4-8 

4- 16, 4-17,4-20 

5- 1,5-10,5-13,5-14,5-15,5-18 

5- 14, 6-2, 6- lO; 6- 1 1, 6- 12, 6- ! 3, 6- 14, 

6- 16,6-17 

7- 1, 7-9, 7-10, 7-13, 7-16, 7-24, 7-27, 

7- 28, 7-29 

8- 1,8-3,8-4,8-5,8-21,8-22 

9- 2,.9-5, 9-6, 9-^9-1 V- 15, 9-24 
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(5) Wc have found that this final session presents ah 
opporfunity to acquaint members of the school adminis- 
tration, school board and the community with economic 
education. Wc invite them to join the class for the last 
half of the Tmal session to hear the teachers discuss their 
projects which they have developed and have on display, 
and to award the certificates of completion. (Wc do the 



quiz during the first part of the session.) The film de- 
scribed in session one, Dr. Dale Parnell, works very well 
to introduce economic education to the visitors. They are 
invariably impressed with the teachers' activities, and the 
teachers are pleased with the praise received (although 
sometimes they are a bit apprehensive in advance). 



EVALUATION FORM 
Package Economics Course for Teachers 

Please be frank. You need not sign your name. 

1. What grade do you teach? 

2. How do you feel about thd course as a whole? 



StFong points: 
Weak points: - 



V 



3. Is there anything more you would like to tell us about. . . . 
a. The big-group session 



' b. The graSft-level sessions 

> 

4. How should we divide our time next time. 

Big-group session 
Problems to be worked on 
Films 

, Grade-level sessions 



Spend Spend 
more time ' less time 



\bout 
right 



ERIC 



Oregon Council on Economic Education 
P.O. Box 751, Portland, Oregon 97207 
Dr. Hugh G. Lovell, Education Director 
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Q SUGGESTED READINGS IN ECONOMICS 

Milton Friedman, Capitalism and Freedom (Chicago: University of Chicago 
Press^ 1962), 202 pp. A very readabl^'and provocative argument for a free 
enterprise economy by a noted and conservative economist from the Univer- 

* sity of Chicago. He would, among other things, abolish public schools and 
end the licensing of doctors. 

John K. Galbraith, American Capitalism (Boston: Houghton Mifflin, 1952), 
208 pp. Paper. Sentry Book, 1962. Jn this, his countervgiiling power book, 
Galbraith argues that the power of big manufacturing corporations is checked 
by big labor unions on the one hand and big chain stores on the other — at 
least as lortg as we don't get too close. to full employment. 

Walter Galenson, A Primer on Employment and Wages (New York: Vintage 
Books). Discusses employment, inflation, poverty, and government policy, 
etc. 

Robert L. Heilbroner, The Worldly Philosophers: The Lives, Times, and Ideas 
of the Great Economic Thinkers (N;ew York: Simon and Schuster, 1953, 
1967). 342 pp. Paper. Readable, lively, a best seller. 

Robert L. Heilbroner, The Great Ascent: The Struggle for Economic Develop- 
ment in Our Time (New York: Harper and Row, 196^, 160 pp. Paper. 

* Economic problems with focus on the western world and the problems of 
underdeveloped countries. 

Laurence Leamer and George Dawson^ Suggestions for a Basic Economics 
Library {Nqw York: Joint Council on Economic Education, 1976). Relatively 
inexpensive works for the teacher. Ideas for building an economics library in 
the school or at home. ,j 

Delbert Snider, Economic Myth and Reality (Englewood Cliffs, INI.J.: Prentice- 
Hall, Inc., 1965). Snider debi^nks some economic misconceptions widely held 

' by the general public. 

Barbara Ward, The Rich Nations and the Poor Nations (New York: W.W. 
Norton & Co). This book looks at the rich and poor nations from cultural, 
sociological, and'economic viewpoints. 

The Economic Report of the President together with the Annual Reports of the 
Council of Economic Advisers (V^SLsh'mgion: Government Printing Office, 
yearly). Published annually in January, provides an authoritative description 
of the nation's economic posture, charts, statistical information. 
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SUGGESTED BOOKS FOR ELEMENTARY SCHOOL 
INSTRUCTION IN ECONOMICS 

Primary Level . ' 

Muriel Stanek, How People Ehfh and Use Money (Chicago: Benefic Press, 
1968), 48 pp.: How Serjes Supplementary Social Studies Progtam: Ba^c- 
Understandings for graciS^ levels ^-5. Informative and factual descriptions of 
ifidividual services and industries told simply. Selected vocabulary for clear, 
quick comprehension of subject matter. \ ' ' 

Rossomando, Leventhall and Szymaszek, Earning Money (New York:* Franklin 
Watts, Inc., 1967), 48 pp. (Working Together Series) 

Rossomando, Leventhall and Szymaszek, Spending Money (New York: Frank- 
Ijn Watts, Inc., 1967)^ 48 pp. (Working Together Series )t ^ \ > 

John E. Maher and S. Stowell Symme^, Ideas ASout Others and You (New 
York: Franklin Watts, Jnc., 1969), 48 pp. (Ideas About^Series) ' 

Intermedisite Level ^ 

Sherwin S. Glassne/atnd Ed\/ard N. GTossmah,-^ How ihe American Economic 
System Functions (Chicago: Benefic Press), 96 pp. Supplementary Social 

/. Studies Program, ^asic Concepts Series for grade levels 5-9. Sysfematically 
arranged to develop understanding oC tody's world and its problems. En- 
riches and amplifies basic social studies concepts and skills. 

Paul R. Hanna et al*. Economics: Modular Learning Unit (GleHview^.Ill.: Scott, 
Foresman and Co., 1970), 48 pp. 

Elmer R. Kane, How Money and Credit Help Us (Chicago: Bepefic Press),. 96 
pp. Supplementary Social Studies Program, Basic Concepts Series for grade 
levels 5-9. Systematically arranged to develop understanding of today's world 
and its problems. Enriches and amplifies Jjasic social studies concepts and' 
skills. * 

John E. Maher and S. Stowell Symmes, Learning A bd,ut People Working for 
' You (New Yc>rk: Franklin Watts, ly;., 1969). 70 pp. (Learning About Series) 
A treatment of interdependence in our economy; shows how go^ds* and 
services are produced by both private concerns and government; ^traces the' 
modern trends in our economy and their effect upon our society." 

Benjamin "iferles and Cfiarles M. SulHvan, Economics for Everyone (West- 
chester, III: Benefic Press, 1971 1 160 pp. 



For Additional Books^See 

Learning Economics Through Children's Stories by Nappi, Moran and Berdan 
(New York: Jpinl Council on Economic Education, 1973), 55 pp: An anno- 
tated bibliography reference book: 
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QUIZ— THE PACKAGE ECONOMICS COURSE FOR TEACHERS 



1. In a^P-maTrket econoitiy like Ours, which of the following groups exerts 
the rf^t influence over what goods are produced? 

a. Corporations 

b. governments 

c. consumers 

d. labor unions 

2. When we talk about economic scarcity, we mean th-at 

, a. mtuch of the world's population lives in poverty^ 

b. many natural resources arc rare and hard to findy 

'c. there will never be enough gobds to satisfy all hmnan wants. ^ 

d. we do not use our natural resources to the fullest cxtcrit. 

3. If the price of soniething goes up, those who produce it will 

" a. get richer. ^ _ . 

b. get poorer. 
, c. get richer or poorer, Jjpt we can't tell which. 

4. If the price of beef goes up,'which of the following prices will go up too? 

a. barbecue sauce ' 

b. chicken . ^ . , 

c. cowboys 

d. automobiles^ ! «^ 

5. People who own stocks issued by a corporation 

a. are owed money by the corporation. % 

b. can lose their personal assets if the corporation goes bankrupt. 

c. can get their money bacR from the corporation after giving a suitable 
notice. 

d. own the corporation.^ 

6. The government of the United State^ spends most on 

a. education. ^ \ 

b. interest on the national debt. 

c. national defense. 

d. -foreign aid. 

■ f 

7. ]3?e.output of our economy will probably not inci^easc unless we have ^ 



^. technological' progress. 

b. a grdwing demand for goods and services. 

c. a growing population. 

d. full employment. 



8. ,Which ofthe following wo^ re the best money? 

a. ice cubes . ' ' 

b. olive oil 

c. cigatettcs • ^ * " t, 

d. cows 



■TV 



We could prevcntl&ank failuri^complctely if wc 

a. forbid banks to lend money, 

b. required them to carry deposit insurance. 

c. prevented banks frpm making risky loans, 

d. required them to keep 50 percent of their deposits in a government 
bank like the Federal Reserve Bank. 



Note that the proportion spent on various items can change; ^gd that one must^bc careful to note 
how government expenditures are categorized anddefined. In 1972 and 1973, for example, defense 
was not the larges^ ^single item in the Federal budget, tn the proposed 1976 fiscal year budget, 
defens'T'combiftcd witft^foreign policy, space, and veterans accounted for 33% of the total while 
income security accounted for nearly as much— 32%. 
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10. Which of^the following declipRi most sharply in the depression of the 
1930's? ^ S • 

a. family spending on consumer goods and services 

b. business spending on plants and equipment' 

c. government spending on goods ahd services 

d. all declined equally ^ ^ 

11. The authority that decides whether we should have ''tight money" or 'Moose' 
money" in the United States is 

a. the Congress. 

b. the Secretary of the Treasury. 

c. the Federal Reserve System. 

12. Usually we should increase taxes ^ 

a. when depression threatens. 

b. when inflation threatens. 

c. never 

13. Specialization and trade would not pay off 

a. if we had no money arid had to rely on barter. 

b. if all goods htul to be transported by mule tr^iin. 

c. if I can do ev^ything better thpn you. 

d. in any of the cases mentioned above. 

14. Competition is important to our economic system because it 

a. eliminates wasteful advertising. * 

b. prevents large firms from driving small ones out of business. 

c. forces prices and profits to a reasonable level. 

d. insures high quality products. 

♦ ' 

15. The largest revenue, oK total Oregon State revenues, is 

a. the genei<hl fund. 

b. the "locked iip^special purpose funds. 

c. the federal grants and aid revenues. 

d. none of these. 

16. Measured in dollars, the most important servite of an Oregon government 
is ^ 'f 

a. highways and parks. 

b. education. , 

c. health, police, prisons, hospitals, and related services. s,- 

d. welfare. 

17. The largest number of unionized workers are found in 

a, ^tnall firms. ^ 
\ b. (he South. , " 

C. service industries. 

d. manufacturing companies, 
fe. "white collar" jobs. 

18. "Locked up," or allocated funds in Oregon 

a. can be spent as'theHcgislature votes to spend them. 

b. include funds for education and welfare^ 

c. are only ^ small part of the state's total funds. 
""^^ ^ come mostly from income and property taxes. 

e. provide services especially benefitting those who pay the taxes into 
these funds. 

19. 'Somel^rkers don't change to a higher-paying job because 

a. they can't get the special training they need to qualify. 

b. special talents are needed. 

c. licenses or memberships are needed. * ^ 

d. conditions are so bad the higher salary doesn't make up for them. 

e. all of thcabove. 
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20^ ADToduct is likely to be more expcnsiverf4t is 
WSv^ higher quality. 

produced where there is little competition among producers. ^ 
c. any of the above-mentioned. J 

21. The Truth in Leading Act concerning consumer credit 

.a. decreases competition between lenders. 

b. makes it hard for you to compare interest charges al>annual percent 
rates. ^ 

c. puts a ceiling on interest rates. 

d. requires that all charges connected with getting the credit be stated 
in one figure. 

22. Draw a circular flow diagram. 



/ ■ 



r 
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y LIST OF HANDOUTS 

1. Outline — The Package Course in Economics 3 

2. Oregon Council on Economic Education 7 

3. Going to Seattle . ; 8 

4: Iowa Corn Blight 13 

5. The Fabulous Cost-Free Product 15 

6. Questions from "You and the Economy" Quiz 16 

7. The Hatfields and the McCoys 19 

8. Questions from Quiz "You and the Economy: 

Oregon's Economy" 20 

9. Quiz on Economic Growth and Change . ^ 29 

10. Does College Always Pay Off? 31 

1 1. How Pacific Northwest Occupations W.ill Change — 

.1960-1980 ^ / ^:^^v32. 

12. How Emiiloyment Wil! Change in Pacific Northwest , 
Industries— 1960- 1980 : . . .^ , 32 

13. Questions from Quiz "You and the Economy: State and Local 

Taxes" 35 

14. Mr. J. P. Tillamook of Corvalljs, Oregon 37 

15. How Should We Finance These Projects? 38 

16. Wolf Bounty Meeting : 39 

17. Choosing Made Difficult 42 

-AS. It Is Particularly Important Ip Think Before You Buy 

Something Big •.../...: 43 

19. Evaluation Form , 45 

20. Suggested Readings in Economics 46, 

21. Suggested Books for Elementary School I nstru^ion in ^ 
Economics 47 

22. Quiz — The Package Economics Course for Teachers 48 
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List of Transparencies 

Session One: 

What Economics Is All About 

1-1 ECONOMICS (1) Allocation of scarce resources f 
(2) Analysis 

1-2 ALLOCATION = deciding WHAT to produce ** 

HOW to produce 
^ FOR WHOM to produce 

1-3 ANALYSIS = logical decisions 

J-4 Three kinds of Cost (overlays): 

FIXED — insurance 
VARIABLE-~gas, oil 
^ ALTERNATIVE— lost interest 

1-5 The basic and universal econonfiic problenfi— SCARCITY ^, 

I -6 Everyone consumes goods and services 

1-7 Goods = things Services = un-things 

1-8 Someone must pro^wce the godds and services we need 

1-9 Wants and needs (chart) 

„ l-IO LAND— natural LABOR— people CAPITAL— tools and machines 

1- ll Our resources are scarce .^^1 i 

J 1-12 To our resources we .. . (overlays) 

(1 ) Use tools (capital) 
» . " (2) Specialize 

1- 13 Two things tlh at help us to 5pec/a//ze; 

^ "(1) Transportation and communication 

. * . (2) Money - . 

. ' •> , . ' ' , ' 

Session Two: 
^ Producers and Consumers 

i 2-1 A SIMPLIFIED MARKET ECONOMY ' * 

Everything is bought and sold 
^ _ Families sell resources, buy goods and services ^ 

Firms buy resources, sell goods and services 
No government ^- 

2- 2 A MODIFIED'MARKET ECONOMY 

Almost everything is bought and sold 
Goverrimerjts regulate, produce and transfer 

2- 3 . CIRCULAR FLOW CHART 

2-3a CIRCULAR FLOW CHARY— The Pioneer Barter System 

- ; 2-4 How do prices help to determine— ^ 

What to produce? 

How to protluce? , ^ 
For whom to produce? 

2-5 In most families the father or mother works to earn money— sometimes 
both ^ 

2-6 The price of labor (pay) helps the father or mother to decide what vyork 
to cfo 

" ^ 'Transparencies on an overhead projector have proved effective ii) making the key points and are 

popular with the teachers. The exact wording for most of them is reproduced here, f hey can be ^ 
constructed with a typewriter having primary size type and some simple art work. 
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2-7 Ho w a market economy allocates its labor resources— 
away from low-wage tasks 
toward high-wage tasks 

2-8 Families buy most of the goods and services they need 

2-9 Prices help the family to decide what goods ar>d services to buy 

2-10 Families won't pay a high price if they can get the same thing for a low 
^ -pdce ' . 

2- 1 1 The Succotash Theorem: If the price of corn goes upMsc more beans 

2-12 Prices help families to decide: . 
How to earn money 
How much they can spend (income) 
What to buy - 

2-13 What to produce?— Make things that earn a high profit 

—Stop making things that earn a low profit 
(Prices influence profit. Profit = income minus cost.) 

2- 14 How to produce? —Buy from the cheapest source 

— Be efficient 

; — Follow succotash tliedrem 

2-15 Prices help, firms to deciide — what to produce 

— what resources^to buy 
—how to use them 

2-16 What? Whatever you want— //you;:an pay fo'f the resources n'eeded 

2-17 How? As efficiently as possible— considering the prices of the resources 
used 

2-18 For whom? For families who want to buy and can afford to buy 

2-19 ' Problems of a market economy — 

What — Immorality, shortsightedness 
How? — Waste of free resources 
Far whom? — Unfairness 



Session Three: ' ^ 
Business and Governments 

3-1 Business firms- 
produce goods and services 
sell for money 
use money to buy resources 
Left-over money = profit 

3-2 The adventure Get a^oo^ idea 
Borrow money 
Do your thing 
Wind up rich/broke 

3-3 Businessmen (explorers) run great risks, hope for great rewards 

3-4 How do we encourage business enterprise? - B^nks 

* ^ Civil law 

^ Corporations 

Insurance companies 
* Patents/trademarks 

Post Office 
Stock exchanges 
Transportation systems 
, ' Uniform money 

\/ 
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3-5 Three types of busirress — Proprietor — me 

Partnership — you and me 
Corporation — stockholders 
hmited liability 
elected directors 

3-6 First — handwoven cloth 
low total quantity 
high price 

''normal" pi:pfit for weavers 

3-7 ''Normal" profit: Enough to keep the present firms alive 

Not enough to bring new firms into the industry 

3-8 Next — first textile factory 
higher total quantity 
lower prices 
high profit for factory 
low profit for weavers 

3-9 Third — more factories 
still higher output 

still lower prices " ' - 

lower profit for factories , 
ruination for weavers * 

3-10 Eventually — high and stable output V 
low price^ 

"normal" profit for factories 

3-11 Why it doesn't always work One giant firm may be enough 

A few giant firms may be enough 
We pass laws to limit con^etition 

3-12 Corporation assets in 1966 (pie chart) 

G-13 Governments regulate, produce, transfer 

3-14 Why buy through Government? 

(1) I benefit if my neighbor has fire protection, schools, sewage 
disposal, etc. 

^2) Some jobs are too bigjor private groups — e.|., welfare 
3-15 Federal spending* 
3-16 Pie charts: Easy to make 

3-17 Federal income* ^ 

3-18 An opinion question: If Jones earns ffve times more than Smith . . . 

(a) They shpuld pay.the same taxes — both citizens 

(b) Jones should pay five times more — he earns five times more 

(c) Jones should pay more than five times as much — he can afford 
it better 

3-19 If Jones earns $30,000 and Smith earns $6,000 

Jones' sales tax is 3 times greater . / 

Jones' property tax is 3 times greater ' , . 

Jones federal income tax is 14 times greater , 

3-20 Federal government — income, payroll taxes 

State,t local governments — sales, property taxes 

3-21^ Intelligent buying: (About maximizing a family's salisfaction) 

3-22 Family A and family B: (About^maximizing total society's satisfaction^ 

3-23 What is fair? 



* Available in: Council of Economic Advisors, Economic Report of the President. Published each 
year in February, U.S. Gov't. Printing Office, Washington, D.C. 

tin Oregon, income tax; no sales taJ^. - ' 
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The one who gets should pay 

The- "benefit" theory 

Is "the one" a persj^n. society? 
The one who can shoaU pay ~ 

The "ability" theory 

3-24 How does the federal income tax measure up? 

(1) Is it "fair"? Is it equitable? 

(2) Is it easy arid cheap to collect it? 

(3) Does its revenue grow with the economy? 

(4) Does it help to stabilize the economy? 

3-25 Federal income tax: "Soak tl)e Rich" tax 

Progressive — ^higher incomes pay higher rate 
Ability to pay philosophy 

3-26 Graph of nominal vs. effective federal income tax rates 

3- 27 Payroll taxes: Social security and unemployment compensation 

(1) "Insurance Premiums'' 

(2) Employer pays part of them 

(3) Help to lessen the "booms" and "busts" 

Session Four: . ^• 

Regional Specialization and Trade — 

4- 1 Land-use map of Portland area 
4-2 Use the land-use map to show 

■ ■ M 

where we live 
wh^re we shop 

where our friends and parents work 
what goods and services they produce 
who buys those goods and services 

4-3 What 100 Oregonians would produce — 
37 produce goods 
63 produce services 

4-4 37 produce goods: 9 farm goods 

10 lumber 
4 building roads 
14 other goods 

4-5 63 produce services: 21 in stores 

^ 19 in schools, governments ~ 

5 in transportation 
18 in other service industries 

4-6 Goods and services we sell to each other: 
milk auto repairs 

schools roads 
government hospitals 
(secondary industries) 

4-7 Goods and services we sell to other places: 
apples vegetables 
fish Truit 

whea^ lumber - (primary industries) 

paper . swim suits 

heavy equipment electronic gear Source: V, p. 50 

4-8 What Oregonians buy from other places 
bananas aiUos 
lettuce oil 
shoes movies 
,^ ^ ^ books television sets Source: V, p. 52 

4-9 When primary industries grow, secondary industries follow 
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4-10 Fifth-grade questions: 

What are the primary industries? 
Why are they here? 
Is the demand for them growing? 
Is the region growing, prospering? 

'4-1 1 What would happen if there was . . . 
A housing boom? 
A big demand for whe^t? 
A way of making paper out of garbage? 



4- 1 2 Before Hatfields and McCoys 

8 hours 1 bu. 12 hours 

9 hours 1 yd. 10 hours 

17 hours 22 hours , 

4-13 Specializing Hatfields 'dwd McCoys 

16 hours 2 bu. 

2 yd. 20 hours 

4-14 After trading Hatfields and McCoys 

16 hours I 1 bu., 20 hours 
(was 17) ' 1 yd.' (was 22) 

4-15 Specialization STRETCHES our resources. 

Vv 

4-16 Specialize whei£ your comparative advantage is 
If I can do everything better than you? 
If I haveTo do my second-best thing?,, 

4-17 How we encourage specialization — 
Banking system 
J Post Office 

Transportation subsidies 

Uniform currency 

Uniform weights and measures 

4-18 Cost per ton — Albany to Buffalo — before canal $100 
. after canal $ 20 

4-19 Specialization ^ 
helps ' may hurt 
us me 

4-20 Laws that affect specialization — 

You can't use foreign ships 

You can't export hats, woolens 
♦ You must pay a tax (tariff) on imported machinery 

You must pay a tax (tariff) on wheat from another state * 

4-21 Specialization and trade help: 
neighbors 

regions ^ 
countries 

4-22 What we export: Vehicles (V: of all our exports) 

Electrical and other machinery 
Farm products (17% of our farm output) 

4-23 What we import: coffee, tea, cocoa, spices, fish, bauxite, tin, newsprint, 

typewriters 

4-24 Foreign trade is-a-geod^hing. ^ 

(overlay:) Those *!%*' foreign products will ruin me! 

4-25 No specialization — 50/50 division of resources 
Finmark Denland Total 

600 bu. 500 bu, 1,100 bu. 

300 qts.* 500 qts. 800 qts. 
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4-26 After Specialization — All resources used for one product 
Finmark Denland Total 

1,200 bu. ^ * 1,200 bu. 

^ . . 1,000 qt. 1,000 qt. 

^Gajn — 100 bu., 200qt. , * * 

4-27 If Denland was better at both products 

^ (1st overlay): Or/^ma//>' -—"50/50 resource use . ' 

Finmark Denland Total 

400 bu. 1,000 bu. 1,400 bu. 

300 qt. 400 qt. 7dOqt. 
(2nd overlay): After specialization ^ 

Finmark Denland Total 

2,000 bu. 2,000 bu. 

600 qt. 600 qt. 
(3rd overlay): Modified for more wine — 

^ Finmark ^Denland Total 

1,500 bu. 1,500 bu. 

600 qt. 200 qt. 800 qt. 

4-2^ Arguments against free trade: It will hu^rt me 

Protect infant industry 
National defense 



4-29 We spend $50 on machinery 

■cS50- 



U.S.^ 



:R.O.W. 



■$50- 



R.O.W. spends $50 on U.S. cotton 
Everything cancels out 



4-30 Bnglish machinery man sold his $ for R.6.W. 
R.O.W. cotton man bought-S with R.O.W.'s 
Price of $ in R.O.W. changed with supply of and demand for $ 

4-31 VS.A. We will buy/s.ell ^Q|,d ^t^$35 an ounce.* 
R.Os W. We will buy/sell gbl^i at' $700 an ounce. 
Result: 1/35 oz. of gold = $1 = $20 

*It must be made clear to students that this is no longer the case. The dollar has been de- 
valued and currencies are '/floating/' Important points can be made about such things as- 
inflation and its impact on the demand for American goods, and the resulting effect 
that this caji have on the value of the dollar in relation to other currencies. 

4-32# Balanced 'Trade" — >\jalueof Value of 

our expprts our imports 



(Goods and services — tourism, shipping, etc.) 



$ sent overseas >^ 

- U.S. imports 

- foreign aid 

- stocks bought from 

foreigners 

- interest paid to 

foreigners 

- gifts to^oreigners 

- etc. 



4-37 Balanced '^payments" 

$ received from overseas 

- U.S. exports 

- stocks sold to foreigners 
^ - interest on U.S. loans^o 

foreigners 

- etc. 



57 

00064 



4-34 



4-35 



4-36 



4-37 



>4-38 



V 



U.S. 



$100 

(imports, etc.) 

- — $50 



(U.S. exports, etc.) 



$25 



R.O.W. 



(R.O.W. deposits in U.S. banks) 
■$25— 



USA ^ j 
.343 billion ounces of 

gold, at $35 3n 

ounce 
$12 billion 



(cash) 

R.O.W. 



$12 billion deposits in 

U.S. bank 
12 billion U.S. cash 
$24 billion 



A run on,the dollar — 

(overlays): (1) The run: Let's buy gold while the price is still $35 
an o^nce . 

(2) The devaluation: We are running out of gold. We 

raise the price to $70 an ounce. 
•1/35 oz. = $12 = R20 
( /. = $1 = $10 ) 

(3) The Aftermath: Those who bought $100 worth of gold 
at $35 an ounce can now sell it back to us for $200 
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What devaluation means in theory 

(overlays): ( 1) We would import less — irpports cost more in dollars 

(2) We would export more — our products cost less in 
R.O.W. money 

(3) Our balance-of-payments problem might thus be solveid 

What devaluation would mean in practice* 

(overlays): ( 1 ) Other countries would devaluate, too — no gain for us 

(2) Our enemies would get rich (including Union of South 
Africa, U.S.S.R.) 

(3) Our friends — who have been holding dollars — v^ould 
suffer greatly ^ 

(4) World trade might be greatly reduced . . 

*Thc international monetary situation has changed drasticaUy since this was written. The 
instructor might present students with this item, pointing out how it says what would hap- 
pen if the doUar were devalued, and then asking the students to discuss what did happen - 
after the recent dollar devaluations. To what extent were the predicted effects accurate? 
How can we explain what happened? 



Session Five; 
Money and Banking 



5-1 
5-2- 



Money is anything that people will accept 
The colonial balance of payments problem 



Colonies 



gold 



England 



5-3 Which way? 



to pay taxes, 
interest, and to 
buy English goods 

Philadelphia 
(we pay g6ld) 




Valley Forge 
(we pay Continental 
currency) 



V 



the farmer 
with food 
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vBank of Atlanta (Boston) 






Gold 


$10 
Sit) 


Instructor 
Banknotes 


$ 5 
$10 


5-5 




Bank of Atlanta (Boston) 






Gold 
lOU's 


$10 
30 


Instructor 
Banknotes 


$ 5 
35 




>• 


$40 




$40 
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Bank of Atlanta 






Gold 

Boston banknotes 
lOU's 


$10 
10 

30 

$50. 


Instructor 
Banknotes 


$ 5. 
45 

$50- 
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Boston 



Money orders 



Atlanta 



takes money takes m.o.. 

issues m.o. issues money 

Later 

takes m.o. takes money 

is^es money issues m.o. 

(no money need be shipped) 



5-8 Proposed banking laws 

- (1) Forbid banknotes, not gold 

(2) Forbid money lending. 

(3) Regulate lending (portfolio) 

(4) Take no ''foreign'' banknotes 

(5) Reserve requirements 



5-9 A gold-only bank run 

First — a deposit of gold 
Second — the gold is lent 
.Third — the run starts 



gold $10 



dep. $10 



lOU $10 I ^ dep. 
Bankrupt 
(no I gold) 



$10 



5-16F Modern'banking laws — No banknotes 

— > ^ Portfolio restrictions 
Reserve requirements 
Deposit insurajice . 
Emergency help 
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5- 1 1 Deposit expansion — Bank A 

(After the borrower 
(An $800 loan) spends his deposit) 



R $1000 
lOU 800 



$1800 



*t) $1800 R $200 
lOU 800 



;1800 



$1000 
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1000 



(Initial deposit 
$1000) 



D $1000 R $1000 



D $1000 



5- 1 2 Deposit Expansion — Bank B , 
($800 is 

deposited) (A $640 loan) 



R $800 D $800 



(The borrower 
spends his deposit) 



R $800 


D 


$1440 


R $160 


D 


lOU 64Q 






lOU 640' 




$1440 




$1440 


$800 





D $800 



$800 



5-13 



5-14 



5-17 



5-18 



Our money supply is flexible. 
" We can increase it 
We can decrease it 



\ 



IVhen new money is put into circulation 

more goods and services are sold ^ 
those wlio produce them can buy more 
employment and output rise , • / 

shortages may develop 

prices may go up ' > 

5-15 Why oppose *Moose'' money? 

(1) fear of panic, depression 

(2) gold outflow problems 

(3) inflation helps borrowers, hurts lenders 

5-16 Then — 500 wheat Farmer'Brown borrows $100 — 

can buy 200 bushel 
Now — $1.00 wheat Farmer Brown sells 100 bushel 

pays back the $100 



Tight money vs. loose money 

Andrew Jackson and the U.S. Bank 
Bimetalism 

Greenbackism ' « 
Free silver 
The "surtax" , 



Our money supply (pie chart) 

Session Six: 

Economic Growth and Stability 



6-1 



6-2 

6-3 
6-4 



The main cause of U.S. growth 
transportation 
invention and innovation 
more, better labor 
more capital and natural resources 
people willing to buy sofnething else 

Our Gross National Product and who buys it 

(pie chart) 
$870,000,000,000— 1968 



GNP in Guatemala - 
Cafeteria price index 



1965 (pie chart) 



pint milk 
1 hot dog 
1 bowl soup 
1 dish ice cream 

(1st overlay) multiply by 

^ price index = 
''then" base 



Price then 
JT .10 
.20 
.10 

MO' 

$ • .50 



$ 1.00 



Price now 
$ , .15 
.30- 
.15 
• .10 

$ ■ .70 



$ 1.40, 
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(2nd overlay) multiply by 

price index 

'*now'* base 



1.43 



1.43 



$ 1.00 



6-5 



6-6 



Gross National Product — constant prices -^Source: V, p. 56 
(chart)- 1870- 1970 



Gross National Product per Person — constaht prices 

(chart) ^ 
Source: V, p. 56 

6-7 Our labor force — 1940 and 1975 (pie charts) 
Source: VUl p. 117 

6-8 "Gee whiz'* chart and ordinary chart 
6-9 "Gee whiz" chart and ordinary chart 
6-10 Potential GNP (chart showing inflation and depression) 

6-^1' How to get economic growth without 

(a) inflation 

(b) depression 

6-12 Output GNP responds to changes in demand — 

Demand f , ' GNP f , ' . 

Demand j , GNpj 

. 6-13 To increase demand and output — 

(1) up government spending 

(2) use easy money — so borrowers will spend more; 
*(3) cut taxes — - so taxpayers will spend more 

6-14 To r-educe demand (and inflation) — 

(1) cutgovernment spending 

(2) ^Use tight money — so borrowers must spend less 

(3) up taxes — so taxpayers must spend less 



6-15 Newness 



6-16 Prediction — 



Keynes - 1935 
GNP data - 1940 ^ 
Council tcori. Advisers - 1946 
Kennedy tax cuts - 1964-65 ^ 
The surtax - 1968 

sunspots • 
profits 

orders for durable goods 
construction contraCt& 
working hours / 
etc. \ 



skirts 

stock market 
profits 

layoffs ^ 
inventory change 



6-17 



6-18 



0-19 



Choice ... 
(1st overlay) 
Which method? 

, lower government,spending or 
higher taxes or \ 
tighter money 



(2nd overlay) ( - / 

Which goal?' 
^table prices or 
reduce unemployment. 



Fiscal policy and the national debt — 

If we cut federal taxes and increase federal spendmg,,our national 
debt will go up * 



Is the national debt a problem? 

( 1 ) small compared to GNP 

(2) transfers money from taxpayers to bondholders 

(3) depressions are worse 
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6-20 The economic battle of the Civil War 



6-21 
6-22 



6-23 



Civilians 
had 
been 
buying 



food 
. clothing 

iooh 

labor 
transporta^n 



But 
now' 
the ' 
armies 
needed 
them! . 



Policy: Print money for the Army. Let it outbid the civilian buyers 

Result: Inflation! 

Supply was limited, , 
^ Military demaild 

Civilian demand ^ ' \ 

(Civilians who sold to the military had more money to spend) 

Alternative: Cut civilian demand, thus releasing supplies torlhe military 
higher taxes 
tight money • 

patriotism , ' 

direct control 



6-24 The Great Depression 

OuP«^ 
^. people ' 
^ \ 'had 
\ ' been 
buying 

6-25 GNP dropped 



6-26 



6-27 



6-28 



Xfpod 
cljpthing 
shelter 
tools 
etc. 



1929 -$104.4 billion 
(pie chart) 



but 
suddenly 

they 
stopped! 



1933 -$56.0 billion 
(pie chart) 



What happened to demand? 

( I Business demand vanished — no one wanted to buy 

no one wanted to lend 
(2) Consumption demand slumped — no job — no mp-ney 

Our initial policy was wrong ^ 

( 1 ) Tight money — to rebuild the banking system 

(2) Cut government spending — because tax collections are down 

Wha!t we should have done; ^ ' 

(1st overlay): ' * 

(1) Diagnosis — 1929 and 1930 

ImM^tment dropped $15 billion « 
, Caus^ed consumptipn to fall by $33 billion 

Total drc^p in GNP, $48 billion * • 
(2nd overlay): ^ . • 

(2) Plan . . ." ' ^ ' ^ ^ V . 
I Replace the qjiissing $15^biIlion " * / 

• Then consumption will stay 

the same and GNP wofi't fall . 
(3rd overlay): - . » 

(3) Procedure-. .*. - ' . > ^ ' 

(a) Get business to spend, the $15 billion (now?) ' 

(b) Ge^Gonsumers to spen^$ 15 billion nIorS (fiow?) * 

(c) Let gbvernmenlpspei^#$15 billion more (but no tax increases) 



6-29 



What we did:. 
(1st overlay): 

(1) Government spending 



\ 



Federal deficits — 
1930-40 $3.5 billfonayear 

1941 * $13.4billioa 

1942 $48.2 billion 
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(2nd overlay): 
J (2) Loose money 



Federal- Resterve ' 
1929 
1930 
1933 

1935 " - 
1938-47 



'discouftt' 
'5.16% 
3.04% 

^.56% 
1 sn<"^ 



interest rates 



Session Seven: ^ 
Jobs and Income <^ 

7-1 Household income: 71% Laborjncome^ ' 

(pie chart) ' wage, salaries, royalties 

(including fringe benefits) 
\^% Property Income 
5 rents, dividends, interest 
10% Proprietors 

partly for his or her labor; partly 
return on his or her capital 
5% Transfer 

social security, unemployment " 
•benefits, welfare, price support 
payments to farmers . 

80% Household Income (pretax) from Lai^or 

7-2 Circular flow diagram of resources'/goods and money 

MONEY: TAXES ^< — ^ 



r>'GOODS & SERVICES 
MONEY 



r 







govts: 


BUSINESSES 







FAMILIES 



MONEY 



RESOURCES 



7-3 
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7-4 

7-5 
7-6 

7-7 



The proportion of wom^n in the work force will continue to rise* 
1950 30% of labor force 
„ 1974 45%of labor forc^ 
^ (50% increase) . 

A^wmfeer of women in labor force:* 

1950 ISniillion . - . 

1974 42 million 

(more than double) 

yi of women working are married to men who earn less than $10,000 
a year (1971) , , ^ 

Working wives contribute about 1 /4 of the family income 

For a bigger paycheck: (^1) work' longer (Quantity); (2) get more per 
hgur (Price); paycheck = P X Q 

Median yearly earnings: occupations • ' 

'63 V 



7-8 What sets a wage rate or salary? 

Bemand for that type of work interacting with 
Supply of workers to do th§it work 

7-9 * Deman^for workers comes frojn ( 1 ) what the worker is making; (2) what 
the article sells for; and (3) how fast the worker turns them out 
(productivity) 

7-10 Supply of workers depends upon mobility. You will move to a better- 
paying job if you can! 

7-11 Why workers can't move to better-paying jobs: 
^ » ( I ) Requires inherited talents that they dC'n't have 

(2) Inadequate training 

(3) Cost of training 

(4) Don't know about the better job 

(5) Discrimination ^ 
^ (6) Family ties 

(7) Market power keeps people out 

(8) Dangerous/unpleasant work 

7-12 Groups which represent their members and influence wages: 
.-t^ American. Bar Association Oregon Barbers Association 

American Medical Association Unians 
National Education Association , 

7-13 Public policy affects wages: 

Minimum Wage Law; Child Lqbor Law; Employment Act; Social 
Security Act; immigration quotas; compulsory education 

7-14 Which occupation to choose? 

(I) My interest§;.(2) my abilities; (3) training I have — or I can get; 
(4) what income will I make? (5) will there be a job opening when 
Tm ready? 

*7-l5 Labor force will grow by 15 million in the 70's 

*7-l^ Employment will continue to ,shift toward white collar and service 
occupations, 

*7- 17 Professional, technical and service occupations will grow fastest. 
* ^ . 

7-18 Most new jobs will be in the service producing industries. 

*7-l9 State and local government and service industries will grow fastest. 

7-20 . Jobsfor 1980 

' ■ College Graduates* Supply vs. Demand ( No. Required j 

— ^ \ Occupation % Increase Required " Supply 

\ chemists 55.7 

X (overla^^ I) counselors 49.8 ^ 

, ' dieticians 40.3 . significant 

^ dentists J 31.7 shortage 

• physicians _ 53.1" 

physicists 6'3.9 

(overlay 2) engineers 40.2 

geologists and - ^^^^i^ slight 

geophysicists. 20.6 shortage 

optometrists 23.5 

(overlays) architects , 47.1 in baliince 

lawyers 22.7 

pharmacists 7^ slight surplus 

(overlay 4) mathematicians . 60?? 

life scientists 40.8 significant 

teachers, elementary 7.8 sjOJ^plus 

and secondary 

*if past study and work patterns continue 
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*7-21 Reduced teacher openings will prompt many college graduates to enter 
other fields 



7-22 To find and keep a job, you need to know how to: 
{ 1) Look for a job 

(2) Fill out an application form 

(3) Be interviewed 

(4) Meet the boss* requirements about work rules, attitudes, etc. 

7-23 Where do you find job openings? 

(1) State Employment office — your city 

(2) Private employment agencies 
(3^ Want ads in newspapers 

• (4) School employment services 

(5) Contacting companies directly — on the chance ... 

(6) Apprenticeship programs — earn while you learn 

7-24 5 "C's" of Unionism 

( 1 ) Cash: wages 

(2) Conditions: hours, vacations, work speeds, etc. 

(3) security: job seniority; discharge for reason only; appeal 
> right; union security 

(4) Complaints: Grievance machinery 

(5) Club: gives social importance to members 

7-25 Refuse to join a union? 

Where would you find a job? 
. (1) Farm worker; (2) finance; (3) retail trade (buf have fastest 
growing union); (4> white collar job; (5) small firm; (6) in the 
South (2/3 of all union members in the 10 northern industrial 
states) 

7-26 How fast can wages rise? 

As fast as productivity 

Raise wages (and incomes) faster than productivity — get inflation, 
prices go up, not living standards 

7-27 How big an income pie — for all of us? 

(1) Productivity 

(2) Supply of resources 

7-28 How are the productivity gaifn^o be passed ouT? 
To consumers — as lower prices? 
To workers — as higher wages and fringe benefits? 
To business — as dividends, bonuses, or for expanding the business? 
Or some for each? 

7-29 How big a slice — for any one group? 

(1) Productivity of workers in group 

(2) Market power: Competition? Easy entry? Bargaining ppwer? 

(3) Legislation — minimum wages, etc. 



'Charts from U.S. Dept. of Lkbor. U.S. Manpower in the 70's: Opportunity and Challenge. Sup't. 
of Documents, Gov't PrintingOfficc, Washington. D.C. 55i 
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Session Eight: Oregon Government 
Services and Taxes 



8-1 Oregon governna^nts w 

Do produce goods and services — mostly services 

Do A^Orstabifoe annual growth 

(State's biannual budget must be balanced) 

8-2 Local government is many governments 

- Cities 

- Counties 

- School districts 

Special districts: ccmetary, domestic water, drainage, flood control, 
hospital, park and recreation, etc. 



8-3 What local governments produce 

, Local government spending — 1967 (pie chart) 

'57% Education — K-12, community colleges 
1 5% General government 
10% Highways 
8% Miscellaneous 
4% Police 

3% Health ' 
3% Parks and recreation #• 



8-4 Local government revenues (pie chart) >^ 
Property taxes 50% ^ ' 

State grants ^ 25% 
|-ees, etc. " 25% 



8-5 State government produces mainly services (education most important) 
Oregon 196fe- 1967 (pie chart): 
24.2% Highways 
* 20.7% Higher education ) » 40^^ 

19.3% General education )» ^ 
12.8% Other Jl ^ 

9.2% Public welfare^ 

5.6% Natural resources — 

5.2% Health and hospitals 

1.4% Correction 

0.8% General government 

0.8% Police protection 



8-6 State highways, parks 

Second most important government service 
Controlled By. Highway Commission, not by legislature 
' Financed by **locked-up" gas, vehicle taxes,and by federal highway 

funds ^ , « 

25% of Oregon state expenditures 



8-7 Total state revenues 

1969-^971 (pie chart): 

4J% ''Locked-up" and other special fund^ 
^ 31% General fund 

25% Federal funds (education, welfare,'transportation) 
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8-8 Serv ices produced by General Fund spending 
(voted by each legislature) 1969-70 (pie chart): 

All education - " 59% 

Basic (local) school support ^ 25% 
^Higher education 24% 
Other educational services 7% 
Confinfiunity colleges ^ 3.5% 

Human resources: ^ , . 30% 

Welfare . ^ - 15% 

Other : . 15% 

Other , 7%. 

Property tax relief * 4% 

8-9 Welfare: Third biggest service 
15^f of General Fund 

Federal governnfient nfiatches state payments 
Local governments pay nothing 

8-10 Who gets welfare? 

^ Children — ADC 50-60% of total ^ 
Sick — medical assistance 
Aged — old age assistance 

8-1 1 Why buy through government? 

(1) I benefit if my neighbor has fire protection, schools, sewage 
disposal, etc. 

(2) Some jobs are too big for private groups — e.g., welfare 

8-12 Cartoon picture; ''You know, the idea of taxation with representation 
doesn't appeal to me very much, eithei|." from New Yorker magazine 

8-13 An opinion question: 

If Jones earns five times more tlian Smith 

(a) They should pay the same taxes — both citizens 

(b) Jones should pay five times more — earns five times more 

(c) Jones should pay more than five times as much — he can afford 
it better 

8-14 If Jones earns $30,000 and Smith earns $6,000, 

Jones' federal income tax is 14 times greater 
Jones' property tax is 3 times greater 
Jones' sales tax is 3 times greater 

8-15 Why — An example 

Smith's house $12,000 Jones' house $36,000 

% Tax = $300 Tax = $900 

at 2.5% of value 

8- 16 How to judge a tax 

Fair? (What is fair?) 
Equals are taxed equally? 
Easy to understand? 

Cheap to collect? ^ 
Hard to evade? j 
Most feathers, least squawk? 
Steady, predictable revenue? 

8-17 What is fair? ' ' 

The one who gets should pay ' ' 
The ''benefit" theory 

Is "the one" a person, society? ^ 
The one \yho can should pay 

The^"^bility^' theory * 
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8-18 Individual Oregon income lax — 24% of state revenue 
Rates are mildly progressive: 
4% on $1,000 income up to 
10% on $10,000 and Above 
Federal income tax deduction (up to $3,000) ' 
Hard to administer, but h'ard to evade 
kittle **squawk," because'ivvithheld 

8-19 Individual income tax — the "effective rate" 

(graph chart showing how it is progressive, proportional and the 
regressive) 

8-20 Higher incomes match higher government spending, 1957-1967 

State and local taxes, spending , up 79%- 

Oregon personal incomes up 81% 

Government taxes, spendifig still 10. 37%'6f income * 

8-21 How Oregon taxes compare 

State and local taxes: 1969 

Calif, (high) 12.6% of income 

OregiW (5th) 10.5% of income 

Wasmngton (9th) 9J% of income 

Nevida ( 10th) 7. 1% of income* 

*Excludep gaming tax = 1/3 of taj>t take 

8-22 The problerjr The widening gap 

Demand for land cost oO 
services gyowing faster 



Tax revenues growing slower 
+ 



Total income going up — 
RESULT: Not enoag)) money to pay for services 

4 

8-23 How to close the gap? J ' 
Which alternative? 
Which combination'of alternatives? 

8-24 Alternative 1 ,^ Cut services 

Which ones? Welfare? 

Result in higher police cpsts? * 
State Parks? No property tax relief; 

Their money comes from- locked-up gas taxes 

8-25 Alternative'2 Increase productivj^y 

Hard Xo do with services; they use much labor and litt 
'"machinery" 

In ed^ucation: 40 in a classroom? Specialization? 

Moj?e capital (computers, teaching machines, TV)? 

8-26 Alternative 3 The one wjho benefits should pay 

( 1) Higher state park fces?| 

(2) Parents pay some tuition for elementary schooling? 

(3) Higher college tuitions? , 

8-27 Alternative 4 ^ More tax revenues 

From present taxes? 
From new taxes? 
By shifting taxes or services? 
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8-2& More tax revenues from present taxes 

(1) Higher tax rates for property; 

business? home? agriculture? timber? public utilities? on 
cigarettes? 

(2) Make income tax more progressive 

add mo.re steps and higher rates on higher incomes 

(3) Tax more TYPES of property and income 

country clubs, lodges, churches, federal governriient land, 

timber, inventory 
remove federal taxes exempUon 
remove interest payment exempfion 

8-29 New taxes for more revenue ^ 

( 1 ) Retail sales tax, exemption food and drugs (proportional) 

(2) Value-added tax (hidden 5ales t^dx) 

(3) Land tax; on land, not improvements 
/ 

8-30 Shift tax revenues 

(1) Unlock "locked-up" revenues (federal and state gas taxes)? 

(2) More of cigarette (and other?) tax receipts to local property 
tax relief? 

(3) Federal government share income tax revenues with states, 
cities? . 

(4) State pay higher percentage of local school costs? 



Session Nine: ^ \^ 

Corisumer Choices 



9-1 Income (and other resources) limited. Wants unlimited 

So CHOICES must be made 
9-2 Resources 

(1) Money income: present iVjcome, past earnings — saving, credit 
(•2) Nonmoney (help stretch income) 

Time, knowledge, skill, community: library, extension, etc. 

9-3 Are you a ''keep-up-with-the Jones-er"? 
Lured by^every ad? 
//ow do you choose? 

9-4 Values influence choices (drawing) 

9-5 Vote your $ for your choices 

(1) What you think is important (values) 

(2) Where you want to go (goals). Every family is different 

9-6 Which w^nts? Choices! 

(1) What ''mix'\6f goods^'servjces? 

(2) Which of similar goo<J$?^/ ' 

(3) ''Grasshopper" or "ant"? 

(4) Save first or borrow? * 

(5) Private or public services? / 

9-7 What mix? . . - . 

$3,000 trailer? Trip to Europe? college? car? 
$50-bike for sis? pig for freezer? savin^gs bond? 
$200-stove? outboard motor? trip for Grandpa? life insurance? 

9-8 Choices: 

( 1) new or used? 

(2) a 21-jewel watch for your 5-year-old? 
(top quality or utilitarian) 
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9-9 Do you get what you pay for? Does high price reflect: 

(1) quality only? 

(2) or market power of producer-? 

(3) or what you can afford? 

9-10 Quick reliable information for family choices 

Which tires? which car? which peanut butter? 

Home extension agent. U.S. Government Printing Office. U.S. 

Government Grades. 
Consumer Reports* Consumer Bulletin* Changing Times* 
*no ads; consumer-oriented 

9-11 Grasshopper or ant, or what if we live to be 80? 

(1) how much to spend now for security then? 

(2) what type of savings/investment will do the job best? 

9-12 Choice: For future income ' 
Social security, private retirement, and pension plans 
private insurance 

stocks and bonds, real estate, savings account 



9-13 "Best buy" will depend on 

(1) what it cost you for every dollar of future income 

(2) what prices will be doing in next 30 years 

(3) what economy will be doing in next 30 years ^ 

9-J4 Good income sources when prices are stable — 

^ annuities, life insurance, bank savings, government and corporation- 
bonds, rent, salary, what you lend 

9-15 Good income sources when prices are rising — 

own business income, home you live in, real estate, farm incomes, 
common stock, what you^rrow 

9-16 Social security a best buy ^ 

Employer pays* part of its cost, assured minimum income, benefit 

checks usually rise with prices ^ 

Least chance of going bankrupt,- goes with you from job to job, 
covers widow and children, even for some college 

9-17 Save first or borrow? 

(1) How su re is y our job? 

(2) What are prices doing? 

(3) How much debt do you have already? 

9-18 Borrow — enjoy.it while you pay for it. Consumers debt-s 1970 — $420 
billion! 

Pie chart: 60% house mortgages, 30% consumer credit installment: 
carSj wasTiers, charge accts., 10% other bank and ins. loans 

(about 60% of all fanriilies have some personal debt not counting 
xdiHrge^ accounts J 

9- 19 Which credit? Th"ecKeapest! Federal regulations help borrowers 

(1) to make it easier to figure cost of credit. 

(2) to promote more competition amojig lenders. 

9-20 Medical care, education, old age pensions — How should we provide 
these? 

(1) Should each individual buy it if (a) he or she-wants it? (b) and 
he or she has enough income to buy it? 

(2) Should we ask government to provide it to everyone free (or 
'•^ below cost) and pay for it with taxes? 

(3) Would'some combination of ( 1 ) and (2) work best? 

9-21 Right of consumers ^ . 

- to choose, competition among sellers 

- to bejnformed about grade • 

- to be heard(complaints) 

- to restitution 
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* 9-22 Consumers both sell to and buy from producers (circular flow chart)* 

9-23 Of all the goods and services produced, how much do consumers buy? 
(pie chart) 

Consumers 2/3rds; business investment 1 /7th; governments 1 /4th 

9-24 Small spending **spree" will cause bigger increase rn output and income. 
\ Consumers spend (instead of s%ve) more; about $10 billion. More 

■ ' goods sold; more orders to busirtess; more people hired; more goods 

produced and incomes go up. So increase in total output)and income 
(GNP)ofabout $30 billion.. ^ Q ' 

9-25 Is the $^ billion more goods or highejr price tags? If it was a fully em- 
ployed economy, mainly higher price tags ^ 
If it was a slack economy, mainly more goods 

9-26 Small ^cut in spending will cause a bigger drop in output ancj, income 
(GNP). Mainly a decrease in goods and services, employment Ihd 
income ' ' , 

^ * Not much/drop in prices 
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